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Gentlemen, Members of the American Association of Public 
Accountants: The topic assigned me by your Program Com- 
mittee does not call for theoretical discussion, but rather for a 
practical consideration of the appropriate form of accounts for 
transportation agencies, in view of the somewhat unusual powers 
conferred upon the Interstate Commerce Commission by the 
twentieth section of the Act to Regulate Commerce. 

I shall assume that you are familiar with the interstate com- 
merce law, and especially with that section of the law which 
provides for annual, monthly, and special reports from carriers; 
which gives the Commission authority to prescribe a uniform 
system of accounts, deviation from which becomes a penal of- 
fence; and for the appointment of special agents or examiners 
with full authority “to inspect and examine any and all accounts, 
records, and memoranda kept by the carriers.” I shall assume, 
also, that you have a sympathetic appreciation of the general 
purpose which actuated Congress when it conferred upon the 
Commission authority to exercise so far-reaching and compre- 
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hensive a line of influence. This latter assumption is essential 
for my argument, since otherwise it would be necessary to tura 
aside from description and analysis to a consideration of problems 
of political science and Governmental control,—problems which, 
while of deep interest to every member of this Association as a 
citizen of the Republic, would seem to lie outside the sphere of 
discussion by an association of accountants. Setting aside, then, 
all disputed questions relative to the rights of corporations or 
the sphere of Government control, permit me to call your atten- 
tion to certain fundamental questions, and to the manner in 
which it has been thought necessary to treat them in framing a 
uniform and comprehensive system of accounts. Minor matters 
of classification will be omitted from this consideration. It is 
the constructive work involved in a uniform system of accounts 
for all agencies of transportation, and the fundamental principles 
which underlie such a system, rather than questions of detailed 
classification, in which, I am sure, you have relatively a greater 
interest. 


First among the considerations that should be recognized in 
the formulation of a system of railway accounts, mention must be 
made of the necessity of compiling the reports of the carriers into 
a comprehensive statement covering the financial and traffic 
operations of all railways of the country. This necessity finds 
expression in the act, and leads to a point of view which possibly 
may fail to appeal to the private accountant for the reason that 
he is imposed with no such task; but a Government accountant, 
who is obliged to compress into a single statistical statement the 
data contained in the returns of individual carriers, and who, 
familiar with the use likely to be made of such statements, recog- 
nizes the responsibility imposed by the obligation, is forced to 
accept the necessity of a correct statement of totals for the 
entire country as a ruling consideration for a large number of 
even apparently minor matters in corporation accounting. Two 
or three illustrations on this point may not be out of place. 


Consider for a moment the vexed question of capitalization, 
and the place it holds in all discussions relative to public service 
utilities. For many reasons the assignment of capital to property 
is a significant figure, but in order that this figure may represent 
a definite fact, or convey an intelligent impression relative to 
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the gencral situation, it is essential that a uniform definition be 
given to the phrase “ capital outstanding,” that uniform rules be 
adopted for the treatment of collateral or trust securities, and 
that uniform methods be followed in the classification and assign- 
ment of corporate investments. The Division of Statistics and 
Accounts of the Interstate Commerce Commission has been great- 
ly embarrassed by the various and sometimes conflicting methods 
followed by carriers in reporting their corporate liabilities and 
their corporate investments. The phrase “in the hands of the 

' public,” also, means one thing when used by a carrier, but con- 
veys an entirely different idea when employed in a compilation 
covering the capitalization of all carriers. A special investigation 
was recently undertaken with a view of determining for the 
railways of the United States the amount of capital per mile 
of line in the hands of the public, and it resulted in the some- 
what startling conclusion that the figure commonly accepted as 
the outstanding capital per mile of line was in excess of the 
correct figure by nearly $10,000. No better illustration could be 
submitted of the imperative necessity of holding in mind the final 
combination of the facts reported by individual carriers when 
devising a system of uniform accounts. 

A second illustration is found in the debit and credit joint 
facilities account for which the Commission’s system of account- 
ing makes provision, although, in this case, other considerations 
beside the necessity of combining the accounts of the several 
carriers into a single statement support the creation of such 
formal accounts. By means of them, the operating officer in 
charge of a joint facility may read from the accounts the total 
expense incurred in maintenance and operation, while, at the 
same time, the portion of that expense paid by the other parties 

* to the joint agreement being credited to the total of the general 
account rather than to the primary accounts affected, the account- : 
ant may easily determine the correct amount of operating ex- 


, penses to be set up against the operating revenue. The crea- 
tion of these formal joint facilities debit and credit accounts is 
believed to be one of the most significant of the purely technical 
adjustments in the prescribed system of railway accounts. In 
one way or another, and by various devices, the reports filed 
with the Commission have always recognized the general prin- 
ciple underlying these accounts, but it has never been possible 
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heretofore to secure uniformity of statement, or to guard against 
either duplications or omissions in the combined statement of 
revenue and expense of all the carriers. 


The general principle underlying joint facilities accounts has 
many applications in the system of accounts prescribed by the 
Commission for transportation agencies. It is used in the adjust- 
ment of the accounts of terminal and switching companies organ- 
ized as corporations, but owned by the tenants making use of 
the facilities provided. It is also used in the adjustment of 
interdepartmental accounts in the case of a corporation which 
sells tramsportation, light, and power, or in the case of different 
corporations which unite by agreement for the joint production 
of power used. 


Another significant feature of the system of accounts pre- 
scribed by the Commission finds its support in the desire for 
correct statistical statement. It is well known that railways, as 
well as other carriers, are engaged in a large number of opera- 
tions other than transportation by rail. For the most part, these 
operations are intimately connected with, or at least are ancillary 
to, the business of transporting passengers and freight, but the 
revenues incident to them, as well as the expense occasioned by 
them, are sufficiently distinct from the revenues and expenses 
which accrue on account of transportation by rail to warrant a 
separate set of accounts. In no other way is it possible to secure 
a correct statement of totals for transportation by rail. This 
distinction between rail and non-rail expenses has led to the 
recognition of a class of operations designated as “ outside 
operations,” such as harbor terminal transfers, electric railways, 
electric light and power plants, stock yards, and the like. There 
are twenty-one principal classes of operations carried on by rail- 
way corporations, which, strict analysis, are properly excluded 
from the “transportation by rail.” The controlling reason for 
requiring a separate set of accounts for this class of activities is 
expressed in the definition framed for outside operations. This 
definition is as follows: 

Outside operations are facilities operated or services rendered by a 
railway other than those incidental to transportation by rail, the revenues 
and expenses of which, if included in the carrier’s accounts dealing 


with transportation by rail, would impair the significance of statistics 
prepared from such accounts. 
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It thus appears that the accounting provision made for out- 
side operations is yet another illustration of the influence which 
the necessity for statistical statements required by the twentieth 
section of the act to regulate commerce has exerted upon the 
form of accounts prescribed by the Commission. 


It may be asked, in passing, why the manufacturer of lumber 
and other products and the mining of coal are not treated as 
outside operations. So far as coal and coal roads are concerned, 
the less said at the present time by an accountant the better. 
With regard to the manufacture of lumber and other products, 
it is believed that the accounting situation will be more perfectly 
met by a special treatment of industrial railways. Such, at least, 
is the theory upon which the Division of Statistics and Accounts 
is now proceeding, a theory which is being tested by a somewhat 
extensive investigation into the character and operation of in- 
dustrial roads and private tracks. 


Sufficient has doubtless been said to make clear the manner 
in which the necessity for compiled totals and statistical state- 
ments may determine accounting adjustments. There are very 
few questions indeed which are not affected by this considera- 
tion, and its application is especially far-reaching when it is 
recognized that, in addition to railway accounting, the law re- 
quires a prescribed system of accounts for certain classes of boat 
lines, for express companies, for sleeping-car companies, for 
electric railways, and for pipe lines. These several agencies of 
transportation touch at many points, and in so far as their activi- 
ties are similar in character, their accounts should be so adjusted 
as to make possible a general statistical exhibit of these activi- 
ties. It is especially important that this feature of the problem 
be held in mind in a study of the system of accounts for railways, 
and other agencies of transportation which the Interstate Com- 
merce Conimission has prescribed. 


The second general consideration which has largely con- 
trolled the constructive work of the Commission under the 
twentieth section of the act to regulate commerce is found in the 
necessity of securing from each carrier a correct statement of 
net revenue from operations, monthly as well as annual, and 
also an annual exhibit which shall correctly portray the financial 
standing of each and every respondent corporation. Quite apart 
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from the law which makes this a requirement, there are many 
reasons why the net revenue from operations, and the accumu- 
lated profit and loss should be compiled from accounts kept in a 
uniform manner, since without such uniformity for all carriers, 
as well as for all reports of the same carrier from month to 
month and from year to year, an astute management has it in 
its power to issue misleading statements, to the detriment alike 
of the investor and the public. In all matters touching the net 
operating revenue, and the accumulated corporate surplus, it is 
assumed that Congress intended, by the authority over railway 
accounts which it conferred upon the Commission, to define and 
to limit the sphere of influence which may be legitimately exer- 
cised by those who manage the financial side of railway proper- 
ties, to the end that these activities may contribute to the endur- 
ing interest of the States. 

Passing over a large number of minor questions which have 
a direct bearing on the net revenue from operation and the 
accumulated surplus, such as the exclusion of taxes from operat- 
ing expenses; the acceptance of an operating contract, or the 
character of the service as the basis of accounting adjustments ; 
the extent to which reserves should be used to localize in the 
accounts undetermined liabilities; whether or not that portion of 
the tariff covering the payment for a privilege is a revenue to 
the corporation operating under the privilege, and many others 
of like character that might be named. I venture to call your 
attention to three questions which are not only fundamental in 
the science of accounts, but which bear a peculiar significance 
when we consider the reasons which prompted Congress to confer 
upon the Commission the right to prescribe accounts for trans- 
portation agencies. These questions pertain to the following 
points : 

First. The inclusion of depreciation in operating expenses. 

Second. The treatment of abandoned property. 

Third. The propriety of secret reserves. 

A consideration of the above questions will plunge us at once 
into those controversies which always have been, and, in all 
probability, always will be, matters of contention between the 
management of great properties on the one hand, and the ac- 
countant on the other; for the accountant is in a peculiar sense 
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the professional representative of the investor in corporate 
securities and of the general public. 


DEPRECIATION CHARGES. 


When carried to its final analysis, the question of formal 
depreciation charges to operating expenses is simply a question 
of what constitutes cost of operation, and the time when such 
cost shall be acknowledged in the accounts. The position which 
the Commission’s system of accounts assumes on this point is, 
that the depletion of an asset which represent an investment 
through the use of that asset in operation creates an item of 
cost of operation which should be reflected in the accounts when 
the fact of such depletion takes place, and that a statement of 
net revenue made without including this element of cost in 
operating expenses, is an erroneous statement. There are, of 
course, many ways of providing for the maintenance of the 
property used in operation, but, in view of the insidious character 
of the temptation to which railway managements are exposed, 
namely the temptation to borrow from the property without 
making an accounting record of the fact, it has been thought wise 
to prescribe a uniform method of procedure in the case of equip- 
ment, and to provide for the charging of such depletion to 
operating expenses regardless of whether or not the property is 
subsequently restored. The unexpended balance of the reserve 
accumulated through these charges will measure the deficiency 
which at any time exists on account of the uncovered depletion 
of the equipment. It is a sound rule of accounting that operating 
expenses of all sorts should be determined and acknowledged in 
the accounts at the time when such expenses, in fact, occur, 
rather than at the discretion of an executive officer. No repu- 
table accountant, much less a Government accountant, could con- 
cede that a corporate expense does not exist until the manage- 
ment of the corporation sees fit to make formal recognition of the 
fact. An expense arising through consumption of the property 
employed in operation ought to be acknowledged on the accounts 
with the same scrupulous fidelity as an expense caused by the 
consumption of labor or of material. 


I am sure from what I know of the members of this Asso- 
ciation, and of the work which has been accomplished, that no 
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serious exception will be taken to what I have thus far said in 
support of depreciation charges. It is probable, however, that 
a discussion of the rules prescribed by the Commission relative 
to depreciation.would disclose considerable divergence of opinion, 
so far as accounting methods are concerned. They are incon- 
sistent in that they apply to maintenance of equipment while 
making no recognition of depreciation in the case of maintenance 
of way and structures, an inconsistency which is especially em- 
barrassing when the proper method for the treatment of reserves 
for rails, ties, and the like is under consideration, nor would I 
claim that the rules which have been prescribed relative to de- 
preciation on equipment reflect a complete and, in all respects, a 
satisfactory analysis of the situation. Among the many comments 
which have been made upon this feature of the Commission’s 
accounts is one from the president of a prominent railroad, to the 
effect that expenditures for the renewal of important parts should 
be charged to the depreciation reserve, and not direct to operat- 
ing expenses. This same criticism is suggested in an open letter 
by Mr. Dickinson, a member of this Association. Much may 
be said in support of this criticism. In my judgment, there are 
five elements which should be taken into consideration in a 
satisfactory adjustment of maintenance charges. These are: 


Current repairs. 

Renewals or repairs of important parts. 
Premature retirement—involuntary. 
Premature retirement—voluntary. 
Retirement on or after maturity. 


The Division of Statistics and Accounts is now entering upon 
an investigation of the records of the carriers relative to locomo- 
tives and cars, which, it is expected, will result in a satisfactory 
adjustment of the detailed rules of accounting so far as mainte- 
nance and depreciation charges are concerned. It is further 
desired to construct from the data collected by this investigation 
an expérience table upon which reliance may be placed in testing 
the maintenance of equipment accounting. With regard to 
method of procedure it is quite probable that the rules which now 
find expression in the Commission’s accounts may be modified 
from time to time. The proposition however, that depreciation 


388 


| 
2. 
3- 
4. 
5. 
= 


Railway Accounting. 


is a proper charge to operating expenses is one which is regarded 
as an established principle in the science of accounts. 


TREATMENT OF ABANDONED PROPERTY. 


The second of the questions above referred to pertains to 
adjustments in the property accounts. It is the aim of the 
Classification of Additions and Betterments to draw a line be- 
tween expenditures for maintenance, which are covered in operat- 
ing expenses, and expenditures for improvements to property. 
To draw this line in a satisfactory manner, calls for a detailed 
consideration of many minor questions. Indeed, there is very 
little in the science of accounts that can be touched by general 
observations. Passing over these detailed questions that suggest 
themselves when the Classification of Additions and Betterments 
is under review, we may come at once to the heart of the problem 
by asking what should be done with property abandoned as a 
result of a policy of general improvement? It is the history of 
all railway properties, and for that manner, of any business prop- 
erty that endures long enough to have a history, that each year 
sees additions, extensions, improvements, and betterments, until, 
in the course of time, the entire property is reconstructed. This 
class of expenditures may be made necessary by the pressure of 
competition, by the expansion of traffic, by the desire for economy, 
or by the demands of the public for more improved methods of 
transportation, or, indeed, it may result from the pride of the 
management. The occasion for improvements is of no impor- 
tance, so far as the general accounting question is concerned to 
which they give rise, when coupled with the fact that improve- 
ments of all kinds are usually accompanied by the abandonment 
of property, and the consequent destruction of values. What 
is to be done with the value of the abandoned property? 


It is not easy to state the claims of the contending interests 
involved in the above question. On the one side it is explained 
that what is paid for transportation is, in part, a contribution to 
the support of investments in railway property, and it is urged 
as a just claim that the property thus supported should be the 
property actually used in rendering the service, exclusive of 
property abandoned when for any reason it had become worth- 
less. This means that the value of abandoned property should 
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be charged to profit and loss, and the property account adjusted 
to the value of the new or improved property. Such a presenta- 
tion seems at first blush to be the statement of a truism. On the 
other hand, it seems a just and equitable proposition that an in- 
vestor should not lose the value of his original investment because 
the progress of the arts, or the development of technique, or the 
demand of the public, requires the abandonment of the old to 
make place for the new. There is considerable force in the claim 
that a lightly constructed road, with many curves and steep grades, 
should be regarded as merely a step in the construction of a 
road of modern requirements. It has been picturesquely stated 
that as the cost of false work should be included in the cost 
of a completed structure, so the property abandoned in the de- 
velopment of a poor road to meet the requirements of modern 
conditions should be included in the cost of the completed 
property. This line if argument appeals with especial force when 
one considers the history of the development of electric rail- 
ways. There is scarcely a city in the country in which the exist- 
ing traction system does not rest upon two or three reorganiza- 
tions, each of which involved the loss of a considerable portion 
of the original investments. It certainly seems a little hard that 
the investor should be obliged to lose his property, especially 
in view of the fact that many of the States have very properly 
passed laws designed to curtail the profits which accrue from 
franchise dealings. Thus far the Commission has refrained 
from expressing an authoritative opinion relative to the proper 
method of treating abandoned property. It is possible that ma- 
ture deliberation will result in a policy which shall recognize what- 
ever of truth lies in both of the above claims. There are those 
who believe that this might be done by recognizing the value of 
the abandoned property as an equity asset, to be extinguished by 
charges to income spread over a series of months or years follow- 
ing the improvement by which the abandonment was occasioned. 
This suggestion appears to me to have considerable merit. It 
guards the public against a permanent capitalization in excess of 
the value of the property actually used in the service of transpor- 
tation, while at the same time it guards the investor against the 
loss of his investment. The practical result of this adjustment, 
so far as the public is concerned, would be to postpone the date 
at which it might reap the full benefit of more perfect appliances 
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and improved methods in the reduction of the price paid for 
transportation. This suggestion, which is in the nature of a com- 
promise between the extreme claims of the contending interests, 
should meet with sympathetic reception, not only because it seems 
to satisfy the demand for equity and fair dealing, but it indicates 
a policy under which investors will be willing to purchase the 
securities of public service industries. Let us not, however, for- 
get, in the interest which attaches to the question of abandoned 
property, that our only reason for its consideration at this time 
is to illustrate further the extent to which public policy may con- 
trol an accounting proposition. 


THE PROPRIETY OF SECRET RESERVES. 


I have no desire to discuss the general question of secret re- 
serves from the point of view of the private accountant, although 
it has seemed to me that the argument usually suggested in their 
support rests upon an unwarranted distrust by the management 
of the man who owns the stock. From the point of view of pub- 
lic service corporations, however, and of the legal relations which 
such industries hold to the State, it is difficult to see how a con- 
sistent argument can be made for a balance sheet which fails to 
cover either in its assets or in its liabilities all of the facts which 
in any way bear upon the financial standing of the corporation. 
It has been a favorite method of financiering on the part of the 
American railways, a conservative method as it is claimed, to 
charge additions and betterments to income and not to capital. 
This results in the suppression of the improvement, so far as 
the accounts are concerned. A record, it is true, may be kept 
from year to year of the amount of improvement thus charged to 
income, but this is a secret record, by which I mean that it is a 
record which finds no expression in the balance sheet, and for 
this reason it seems to be a method of procedure repugnant to a 
system of accounts which rest on legislative sanction. The results: 
which follow such accounting, also, are not above question. It is 
quite commonly claimed that the actual cost of road and equip- 
ment of the railways of the United States is millions of dollars 
above the record value of the property and it is the most severe 
criticism that can be urged against the present conditions of 
railway accounts that it is not possible to determine from the 
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published records whether or not such a claim is correct. If we 
acknowledge its truth we can not evade the conclusion that the 
balance sheet statements published in reports to stockholders and 
to the Government fail to state correctly the accumulated sur- 
plus and that the difference between the published surplus and 
the true surplus is carried in a secret account or is lost in the 
property and entirely without an accounting record. What an 
opportunity for buccaneer financiering such a situation presents. 
How unfortunate the position of a stockholder whose only knowl- 
edge of the value of his stock is the published reports of the cor- 
poration! It seems to me that secret records or incomplete rec- 
ords of any kind are incapable of defence for any class of cor- 
porations, although I am aware that eminent names may be cited 
in their support, but for public utility corporations no tenable 
argument can be urged in their defence. The interpretation 
given to the twentieth section of the act to regulate commerce by 
the Interstate Commerce Commission requires that the balance 
sheet for railways shall be uniform, comprehensive, and capable 
of easy examination and sure attestation. 


Most of what has been thus far said will, I trust, approve it- 
self to private as well as to public accountants. I have con- 
fined my observations to general questions and insisted upon re- 
garding them from the point of view of public policy. It would 
be too much to expect that the system of railway aceounts pre- 
scribed under order of the Commission should meet with unquali- 
fied approval when approached from some different point of 
view. Were we to examine the extent to which the principles 
of cost accounting are reflected in the classifications and rules 
promulgated, it is likely that many private accounts would be 
inclined to criticise what has been done. It is probable, also, 
that operating railway officials and heads of divisions who desire 
to use accounts as a measure of efficiency, or as a whip to enforce 
discipline, may fail to discover in the prescribed system all that 
they desire. These points have been urged with considerable 
force in the comments that have been made upon the accounts, 
but before accepting them as altogether pertinent, or at least as 
final in an argument for radical change in the structure of the 
Commission’s system of railway accounting, there are one or two 
observations that I should like to submit. 
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In the first place, any one who has tried his hand at system- 
making will readily agree that it is not possible for any one sys- 
tem to respond with equal exactness to all of the varied and 
sometimes conflicting demands that may be made upon it. In 
order to preserve reasonable consistency and to guard against 
too great confusion in details, it is necessary at the outset to 
select some one controlling idea and to admit claims that may 
arise from that point of view so far as that may be possible. Had 
the construction of a system of railway accounting been handed 
over to the cost accountant, the operating officer would have 
fared badly indeed, and had the claims of the operating officer 
been recognized as paramount, the compilation of intelligent and 
truthful reports would have been beyond the ability of the sta- 
tistician. The point of view from which this work was under- 
taken has already been explained and it is believed that better 
results wili follow the promulgation of a system of accounts de- 
signed to meet the broader and more comprehensive require- 
ments of public statement, and so drawn as to render easy the 
task of examination, than would have been the case had the more 
technical and definitely practical considerations been accorded a 
superior influence. This does not mean, however, that the tech- 
nical and practical considerations are ignored. The classifica- 
tions of both revenues and expenses have been so drawn as to 
permit, by means of subdivisions and combinations of accounts, 
the attainment of whatever practical purpose an accountant or 
a management may have in view. 


Were there time, I should like to comment upon that phrase 
in the accounting order of the Commission, which holds the ac- 
counting officer personally responsible for the enforcement of the 
accounting rules laid down, to show what this means as a phase 
of political development and what significance it bears for the 
profession of accounting; but I have already exceeded the limit 
which common courtesy sets for a single paper. 
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Sinking Funds and Reserve Accounts. 


By Seymour Watton, C.P.A. 


There is no subject on which there seems greater need of 
clear thinking than that of sinking funds and their relation to 
reserve accounts. While most of the authorities have given a 
clear and absolutely correct definition of the sinking fund as 
a fund set aside of assets and accumulated at interest for the 
purpose of meeting a debt, as Lisle says, followed exactly by 
Tipson, or, according to another writer, a species of financial 
arrangement by means of which a fund is created to reduce or 
extinguish a debt either already incurred or about to be incurred, 
they have unfortunately not been content to stop there, but have 
gone on to say that this fund must be charged against revenue. 
There seems to be a complete failure to discriminate between a 
fund and a reserve account. This is shown by the fact that 
some of the state boards of examiners have asked for definitions 
of various funds and for their classification as assets or liabilities. 
Dicksee as usual is so uncertain in his utterances that it is diffi- 
cult to know exactly how he intends the matters to be handled, 
but he seems to make a distinction between the sinking fund 
and the sinking fund account, making the latter a credif, but not 
explaining why the debit item is not just as much an account 
as the credit one is. 

A. Lowes Dickinson expresses the general view when he 
says, “sinking funds or debt extinguishment funds are not in 
theory a charge against profit and loss, for the reason that they 
do not represent a loss or expense, but the extinction of an 
existing liability. Inasmuch, however, as in most cases the only 
source out of which such redemption fund can be provided is 
the surplus earnings, it is usual to insert a provision in trust 
deeds that the sinking fund is to be provided out of the profits 
of the year.” From this he goes on to reason that the sinking 
fund installments should be charged to profit and loss. 

The expression “out of profits” seems to have been the 
cause of the confusion in the minds of all the accountants who 
have placed themselves on record on this subject. It has been 
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taken for granted that because accumulated profits must usually 
be the source from which is obtained the money necessary for 
the purchase of the sinking fund securities, therefore profits 
must be charged with it. Since the charge to profits neces- 
sitates a corresponding credit and since the credit to sink- 
ing fund would extinguish that account and leave nothing on 
the books to represent the securities actually on hand, various 
devices have been resorted to, to represent this fictitious credit, 
such as sinking fund account, sinking fund reserve, or the recom- 
mendation that the amount be charged off of fixed assets, ignor- 
ing the patent fact that there is no necessary connection between 
the sinking fund requirements and the amount of depreciation 
that should be charged off from any of the assets. Dicksee in 
one place seems to realize the difference between a charge against 
profits and a sum set aside out of profits, but he apparently quickly 
forgets it. 

The truth seems to be that there is no relation whatever 
between a reserve account and a sinking fund. A _ reserve 
account is a device to put on the books the judgment of the 
accountant as to the probable or certain loss to be expected, or at 
least guarded against it, in respect to certain assets. As it repre- 
sents a diminished value it is of necessity chargeable to profits. 
In the case of a wasting asset such as a coal mine or a building 
on leased ground with reversion to the owner of the fee it may 
be advisable to establish a sinking fund with which to re-imburse 
the stockholders when the company is eventually liquidated, but 
the advisability of doing this is entirely a question of financier- 
ing. If any other disposition is made of the money accumu- 
lated it will make no difference in the amount or the character 
of the reserve set up to provide for the loss in value of the 
mine or the building. In other words, in such a case, the 
reserve is the essential thing, the disposition of the money is a 
secondary and immaterial element from the accounting stand- 
point. 

In the case of a sinking fund to provide for the redemption 
of bonds, there is absolutely no reason for any reserve account 
as a credit against it. The provision of the trust deed that the 
sinking fund shall be provided out of the profits means no more 
than that a sufficient portion of the money which results from 
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the profits must be dedicated to the eventual redemption of the 
bonds. It is a measure intended to protect the bondholders from 
directors who might be willing to squander all the money obtain- 
able by declaring excessive dividends,’but it is purely a financial 
measure and consists entirely in a change in the form of assets 
from cash to securities. That it has not changed the actual 
amount of the surplus profits is evidenced by the usual requirements 
that the securities must be placed in the hands of a trustee where 
they will be out of the reach of the directors. If it were cor- 
rect to charge the amount of the sinking fund against surplus, 
there would be no danger of the directors using the securities as 
a basis of dividends since they can declare dividends only out 
of surplus earnings. 

An analysis of the real nature of a sinking fund to provide 
for bonds not yet due will strengthen the reasoning. If the 
money thus accumulated is used to buy up some of the bonds 
for whose payment it is eventually intended and those bonds 
are charged directly to the bond account, it hardly seems pos- 
sible that any one should advise that a reserve account should 
also be set up. The establishment of the sinking fund is in 
reality only a division of the bond account into two parts, bonds 
representing the gross credit, and sinking fund the debit side 
of the account. If in the case of the direct charge to bond 
account of the bonds bought, there is no occasion for a charge 
to revenue, it is difficult to understand why the charge to 
revenue should be necessary when the charge to bond account is 
temporarily suspended, for it must not be forgotten that the 
eventual charge is against the bond account, and that the device 
of the sinking fund is a temporary one only, resorted to so 
that the interest on the fund may be properly cared for, and also 
because the securities in the fund are not always nor necessarily 
the identical bonds that are to be redeemed. 

Taking up the question practically, it will be found that the 
theoretical reasoning is entirely justified. If the reserve account 
has been set up, we would have at the maturity of the bonds, 
say for $100,000, the following accounts upon the books: 


Reserve for Bonds, Cr...... 100,000 
Sinking Fund, Dr........... $100,000 
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Realizing on the sinking fund and with it paying off the 
bonds, we would have still remaining a credit of $100,000 to 
reserve for bonds, with no bonds outstanding and therefore no 
necessity for the reserve. The only way it can be disposed of 
is by a credit to profit and loss but no explanation has ever been 
vouchsafed as to why it was ever charged to profit and loss at 
all. Tipson says that when bonds are paid “The sinking fund 
account then becomes a surplus,” but he neglects to say what 
magic is responsible for “ the sea change into something rich and 
strange.” If our $100,000 reserve for bonds is a liability on 
June 30, what weird transformation has taken place during the 
silent watches of the night to make it appear as a surplus on 
July 1? The conclusion is irresistible that it has always been a 
surplus and that it was an error of accounting principle to call 
it anything else. The contention is put forward that if it is left 
in the surplus account, there will be a temptation to declare divi- 
dends against it. The answer to this is, that since so much 
money has been tied up in the sinking fund there is none left 
with which to pay a dividend based on this portion of the sur- 
plus, a financial and not an accounting reason as we have already 
seen. This is also shown by the fact that if, in any way, per- 
haps by the sale of some of the assets, the company should be 
put in funds sufficient to pay a dividend that would reduce the 
total accumulated surplus below the amount dedicated to the pur- 
chase of sinking fund bonds, it would be perfectly competent 
for the board of directors to declare and pay such a dividend. 

The surplus account should show the total undivided net 
earnings of the company to date, regardless of the manner in 
which the funds realized from this total surplus are represented 
in the assets, whether in cash, in new plant or in sinking fund 
bonds. 

If any further argument were needed to show that no reserve 
account should be set up against a sinking fund for the redemp- 
tion of bonds, it may be found in the consideration of the real 
nature of the bonds. There is no essential accounting differ- 
ence between bonds and ordinary bills payable secured by the 
deposit of collateral. The bonds run for a longer time and are 
more formal in character so that they may be easily transferred, 
but they are both promsies to pay at a future time and nothing 


397 


§ 
t 
1 
"4 
H 
i 
if 
y 
: 
A 
. i 
{ : 
{ 
« 
} 


The Journal of Accountancy. 


else. No one would think of charging the partial payments on 
a six month’s note to revenue and there seems no adequate rea- 
son why such charge should be made when the note is divided 
into bonds and runs for perhaps forty times six months. 

It might seem as if this were only a question of names with 
no practical bearing whatever, but it is really of vital interest 
to the stockholder in estimating the book value of his stock. 
For instance, in the balance sheet for December 31, 1907, pub- 
lished by the United States Steel Corporation, there appears 
among the liabilities an item of bond sinking fund with accre- 
tions $31,503,976.45, while the undivided surplus appears as 
$122,645,243.62. A note states that this sinking fund is repre- 
sented by bonds held by the trustees and not treated as assets, 
and yet the bonds outstanding are shown reduced from the 
original amounts by the deduction of the exact amount of the 
bonds so held. It has usually been considered that the reduc- 
tion of a liability was the equivalent of an asset, but this cor- 
poration does not seem to take this view. 

If a stockholder inquires as to the profits accumulated by 
this corporation up to the date of this balance sheet, it seems 
manifestly unfair to say that they are only $122,000,000 and to 
ignore the $31,000,000 which differ from the rest of the surplus 
only in being empirically offset by specific assets instead of being 
represented by the general excess of all the assets above the 
capital and active liabilities. If the capital of the subsidiary 
companies is included in the capital of the corporation, the 
book value as shown by the balance sheet in its present form 
would be a little over 114, whereas the actual value should be 
nearly 11734. If the corporation could be liquidated without 
expense and the full book value of the assets realized, it cannot 
be denied that each stockholder would receive the larger value 
per share, therefore the larger value must be the true book value 
of the stock. 

In order to meet the views of those who claim that a por- 
tion of the surplus corresponding to the sinking fund has been 
rendered unavailable for dividends owing to the financial exi- 
gencies of the situation, and yet preserve the true nature of the 
surplus, it would be entirely proper to divide the surplus account 
into two parts, fixed surplus, representing the portion whose pro- 
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ceeds had been locked up in the sinking fund, and free surplus 
which is available for dividends, both from a financial and an 
accounting standpoint. The balance sheet which has been 
quoted would then stand as follows: 


SURPLUS: 
Fixed, by dedication of pro- 
ceeds to sinking fund... $31,503,976.45 
Free, available for dividends 122,645,243.62 


A statement which would give the true condition of affairs 
from any standpoint. 

The advisability of calling a credit account a fund instead 
of a reserve is merely a question of the correct use of English 
words and has no real bearing on any accounting principle. 
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By GREENDLINGER, M.C.S. 


Instructor of Accounting in New York University School of 
Commerce, Accounts and Finance. 


PART II. 


What has already been remarked about partnerships should 
serve as a guide to a careful understanding of the intricate and 
peculiar relation in which one places himself by forming a part- 
nership. The sole object of its existence being to make and 
share profits, it necessarily follows that the difficulties that part- 
ners may encounter will not be so much in the management of 
affairs, neither in the over-extension of credits by one or another 
of the partners, but in the settlement of their own accounts, 
partnership settlements. By partnership settlement we mean the 
adjustment of the financial standing of partners at the close of 
business e. g. finding the monetary interest of net capital, or net 
insolvency of each partner, at the time the statement is made, 
and the adjustment thereof on the books of account. That is the 
time when trouble arises, especially so when there are losses. 
In most of the partnership agreements the legal points are the 
only ones that are, to some extent, well taken care of, while the 
business points are nearly always lacking. 

In very few cases, one might say exceptional cases, does a 
partnership agreement contain accounting clauses. Yet any 
accountant can recall numerous confusions that are caused by not 
having a proper opening entry at the formation of a partnership— 
an entry which should embody all the essential features of the 
agreement, as far as the account-keeping is concerned. 

The books of account should show the proper valuation of 
existing assets at the time of the formation of the partnerships; 
otherwise the firm is likely to have imaginary profits, as is illus- 
trated in the case of Robinson v. Ashton, L. R. 20 Eq. 28. The 
Court stated: 

In the absence of special agreement, the rise or fall in the value of 
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fixed capital or real estate belonging to a partnership is as much profit 
or loss of the partnership as anything else. 
The absurdity of such a decision is self-evident. We can 


not show any profit or loss not actually realized on our books, 
because we can not show anything that is not a fact, unless a 
trade has been made. To illustrate the preposterousness of such 
reasoning we will take the following instance: 

A is in partnership with B, and on January 1, 1907, they buy 
a parcel of real estate for $5,000.00. In December, 1907, when 
closing their books, this parcel is worth only $3,000.00. Their 
profit and loss account will have to show a loss of $2,000.00 
Next year the value of real estate rises to $8,000.00, showing a 
profit for this year of $5,000.00. Offsetting the loss of 
$2,000.00 of last year against the gain of $5,000.00 of this year, 
there still remains an imaginary net profit of $3,000.00. In 
accordance with the above quoted decision, if there were no other 
profits or losses, and A, would, at this stage, desire to retire 
from the partnership, he would be entitled to $1,500.00, his equal 
share of the profits} while as a matter of fact there was no profit 
at all. There can not be a profit or a loss made, unless there 
is a purchase and a sale. 

Perhaps one of the greatest drawbacks in partnerships is the 
fact that business men often misunderstand financial and busi- 
ness statements; first, because of a lack of knowledge to under- 
stand the nomenclature of the statements and their exact mean- 
ing; second, because of incomplete articles of co-partnership. 
Thus they often say that they have an interest in a business. 
This may mean that they have an interest in the capital as hav- 
ing loaned money, or that they have an interest in the profits 
as part of their salaries. It may also, and most of the time does, 
mean an interest in both capital and profits, as partners. Agree- 
ments with employees are quite often drawn loosely and it is 
difficult to determine whether the employee is a partner or not. 


The writer has already in a previous article demonstrated 
that business men, sometimes at least, do not quite comprehend 
what are and what are not profits. To some merchants the term 
depreciation is strange, and, consequently, is never used in con- 
nection with their profit and loss statements. This is true not 
only of business men, but also of our legal talent. In the case 


401 


| 
| 
| 
4 
| ‘ 
{ 
H 
— 


The Journal of Accountancy. 


of Eyster v. Centennial Board of Finance, 94 U. S. 503, the 
Supreme Court of the United States decided that profits are 
receipts over expenditures, with no consideration given to 
depreciation. This decision strongly illustrates how far behind 
we are in our laws, as far as proper accounting is concerned, 
especially so as the buildings in this particular case had very 
little value after the exhibition. 

Most of our court decisions are based on confused termi- 
nology. In one case, for instance, the court decided that all debts 
must be paid first, before the profits can be ascertained—a notion 
that is not only absurd to the accountant, but is against com- 
mon sense. 

Some merchants, on the other hand, go to the other extreme, 
believing that a financial statement is an absolute exhibition of 
the exact status of the firm, at the time it is prepared; a fallacy 
also due perhaps to the terminology. It is interesting to note 
that Dicksee, in this connection states: “A balance sheet is not 
a statement of fact, but rather an expression of opinion.” Rehm, 
in this connection is also of the same opinion; he states: “ Not 
more than ten per cent. of the items in any average balance sheet 
are or can possibly be facts that are capable of being absolutely 
tested.” 

ACCOUNTING PROPER. 

The treatment of partnership accounts does not ma- 
terially differ from the general principles that are ap- 
plied to a business carried on by a _ single individual. 
Each partner’s account is treated separately and _ profits 
or losses are adjusted and carried to their accounts as 
per existing agreements. The excess of the assets over the 
liabilities at any time still represents proprietorship, with this 
distinction, however, that we must take into consideration the 
transactions between the business proper and its partners. 

For the purpose of proper illustration we will assume that 
the reader has only a slight knowledge of the science of accounts 
and that, therefore, a few introductory remarks about book- 
keeping in general will not be amiss. 

Every business transaction involves the transfer of money 
or its equivalent; consequently, bookkeeping may be briefly 
defined as the science of recording such transactions in books. 
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There are two systems in use known as “ single-entry ” and 


“ double-entry ” bookkeeping, respectively. Books kept upon arr 


incomplete system of bookkeeping are said to be kept by single- 
entry. Very often, when books are kept by this system, the 
only ledger accounts kept are, customers’ and creditors’. In 
other words, single-entry bookkeeping may be said to deal only 
with personal accounts. There are no complementary accounts 
relating to purchases or sales of merchandise, or to the income 
and expenditures of the business. The profit or loss for any 
given period is determinable solely from a comparison of the 
assets and liabilities of one period with those of another period, 
the excess of the one over the other showing the profit or loss. 


The fundamental principle of double-entry bookkeeping is 
that for every debit (charge) there must be its complement, a 
credit, and vice versa. Every business transaction is of a two- 
fold nature, involving, on the one hand, receiving some value, 
and, on the other hand, parting with a value. Consequently 
every transaction will involve two entries, affecting two accounts 
in opposite directions, and double-entry bookkeeping is so called 
because it gives effect to this twofold aspect of each business 
transaction. To illustrate; the sale of $25.00 worth of mer- 
chandise would be recorded in the books of the seller by debit- 
ing the buyer. He, having received the value is indebted to us 
and hence is debited on our books, our value with which we 
parted being the complementary credit. In the books of the 
buyer this procedure would be reversed. 

It is thus seen that each transaction affects two accounts and, 
since the amount of each entry is the same, it follows that the 
total entries of the debit side will always equal the total entries 
of the credit side; and in this way a check is obtained upon the 
accuracy of the bookkeeping. 

Double-entry bookkeeping has a still greater advantage over 
single-entry in that as it provides a complete record of all the 
transactions, it is possible, at any time, not only to prepare a 
balance sheet showing the financial position of the firm, but also 
its complementary, the profit and loss account, explaining how 
the profit or loss has been produced. 


It is this contribution (the profit and loss account) which 
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double-entry bookkeeping has made to the science of accounts 
that is invaluable. It may not show the results more accurately 
than does a statement prepared from a set of books kept by 
single-entry, but it does present them in greater detail. 


Although different trades and professions naturally possess 
different characteristics, necessitating the use of specially 
designed account books, the underlying principles of bookkeep- 
ing are the same in every case. While it is possible by a set of 
books kept on the single-entry system of bookkeeping to show 
results of operation, it is reasonable to say that no diversified 
business is safe where the books are kept by single-entry. 


The books first used by the Venetians and which are to 
some extent also used to introduce the science to the student are 
the day book, journal and ledger. In this age of progress, of 
extended business, and of labor-saving devices, the day book, in 
its primitive form, has become obsolete. The functions of the 
primitive journal have also been greatly modified and changed. 
At the present time, part of the function of the journal are taken 
care of by the sales book, invoice register, bill books, etc., etc. 

It is not within the province of this treatise, however, to take 
up the various books of account seriatim; they are only men- 
tioned in the course of narration, in order to make the general 
outline more complete. 

The following are the universal principles in the science of 
accounts which govern all business transactions to which debits 
and credits apply: 


ACTIVE. 


(a) Debit whoever owes the business or firm. 

(6) Debit whatever is bought and cost value. 

(c) Debit cash received. 

(d) Debit notes receivable account for other’s notes received. 

(e) Debit notes payable account for our own notes redeemed. 

(f) Debit profit and loss account for all losses. 

(g¢) Debit the partners’ drawing accounts for their with- 
drawals, and their capital accounts for debit balances carried 
forward from the drawing account. 
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REASONS. 


(a) All parties who owe the firm should be debited, in order 
that the firm may know how much other persons owe it. 

(b) All property bought should be debited, under appropriate 
titles, that the firm may know how much it cost. 

(c) Cash received is debited, in order to show how much cash 
has been received. 

(d) Bills or notes receivable account should be debited for 
all notes and acceptances received by us, in order to show the 
amount received. 

(e) Bills or notes payable account should be debited for all 
notes and acceptances previously issued by us and now redeemed, 
in order to show the amount of our notes redeemed. 

(f) All losses should be charged to the profit and_ loss 
account, in order to show the amount lost. 

(g) Partners’ accounts should be debited in order to adjust 
losses and withdrawals against capital contributed. 


PASSIVE. 


(a) Credit whomever the business owes. 

(b) Credit whatever is sold and produces value. 

(c) Credit cash paid out. 

(d) Credit notes receivable account for others’ notes, 
redeemed by makers thereof. 

(e) Credit notes receivable discounted account for others’ 
notes, discounted by the firm. 

(f) Credit notes payable account for our notes issued. 

(g) Credit profit and loss account for all gains. 

(h) Credit the partners’ drawing accounts for interest on 
capital, and their capital accounts for all investments made by 
them, also for credit balances carried forward from the drawing 
account. 

REASONS. 


(a) All parties whom the firm owes should be credited, in 
order that the firm may know how much it owes to other parties. 

(b) All property sold should be credited under appropriate 
titles, that the firm may know how much was sold. 
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(c) Cash disbursed is credited, in order to show how much 
has been paid out. 

(d) Bills or notes receivable account is credited for all notes 
and acceptances paid, in order to show the amount paid. 

(e) Notes receivable discounted account is credited for 
other’s notes discounted by us, in order to show the contingent 
liability created by us. 

(f) Bills or notes payable account is credited for all notes 
and acceptance issued, in order to show the amount of our notes 
issued. 

(g) All gains should be credited to the profit and loss 
account, in order to show the amount gained. 

(hk) Partners’ accounts should be credited, in order to adjust 
profits against withdrawals and show their present worth. 


Having dealt more or less with the principles governing the 
formation of partnerships; having also briefly treated the prin- 
ciples of bookkeeping in general, there is no necessity of going 
any further with the detail of the mechanism of actual business 
operations, as these will vary, according to the line of business. 

This much, however, may be added to some advantage, that 
in recording transactions there are two objects to be aimed 
at, namely: (1) it is necessary that the records of transactions 
be so explicit that, at any subsequent time, the exact nature of 
the proceeding may be readily perceived without résorting to 
memory; (2) it is. essential that the transactions should be so 
classified that at any time the combined effect of such procedure 
may be readily ascertained. The two principles mentioned are 
of vital importance; the classification of accounts is so important 
that either good or bad results of a year’s operation can be shown 
by a mere change of classification. 

As already noted, the adjustment of partnership accounts is . 
the fundamental principle of all partnership dealings and we will 
therefore devote a little space to this part of our subject. 

Before doing so, it would perhaps be advantageous to point 
out one important feature about which not only business men, 
but even bookkeepers are occasionally confused. In order to dis- 
tinguish what a balance in any particular account signifies it is 
best to apply the following rules: (1) When a balance is on 
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the left hand or what is called the debit side of the ledger, and 
the amount is considered to be eventually collectible, it is an 
asset; otherwise a loss. (2) When the balance is on the right 
hand or what is known as the credit side of the ledger, and the 
amount shown is considered to be eventually paid by us it is a 
liability ; otherwise a gain. 

The points connected with an adjustment will most clearly 
be brought out by an illustration. Dicksee in his Advanced 
Accounting, emphasizes that he does not recommend that the 
books of a partnership concern be kept by the single-entry 
method of bookkeeping. Yet, as such cases frequently arise, 
he gives the following interesting problem, showing how the 
adjustment should be made. It is needless to say that the 
monetary system as well as some of the details have been changed 
and modified, in order to adapt the problem to American 
readers: 


On December 31, 1901, A’s liabilities amounted to $10,000,00, and his 
assets to $17,000.00. On January 1, 1902, he admitted B into partnership on 
the terms that A’s capital was to be agreed at $7,500.00; that B should not 
be called upon to find any capital; that profits should be divided between 
the partners in the proportions of two-thirds to A, and one-third to B; 
that B’s drawings should be limited to $2,000.00 a year until such time as 
A had been paid the premium which it was agreed that he should receive 
in consideration of the partnership. This premium was fixed at $2,875.00, 
to be paid from year to year out of the excess of B’s share of profits 
over his drawings, interest at the rate of 5 per cent. per annum, being 
charged by A on the balance outstanding from time to time. The firm 
kept their books by single-entry, but statements of their assets and liabili- 
ties were prepared at the end of each year as follows :— 


Time Assets Liabilities 


B drew out only his agreed maximum of $2,000.00. Required to show 
(a) the capital accounts of the partners for the five years, allowing interest 
at the rate of five per cent. per annum, and (b) a statement showing the 
account between A and B, in respect of goodwill. 
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Note. These problems are rather troublesome to solve, as the smallest 
error vitiates the figures of every subsequent year. It is best, therefore, 
to complete the statement of affairs for the whole period before attempt- 
ing to compile the capital accounts of the partners. These should then 
be compiled, taking care to see that the closing balances added together 
agree each year with the total capital of the firm, as shown jn the 
statement of affairs. 

The account of B in % with A in respect of goodwill is compiled 
as a memorandum in order to know the amount due from “B” to “A” 
in respect of goodwill from time to time, and also when the whole 
amount is cleared off; but it cannot be included in the books of the firm. 


The following problem in partnership settlement is a quasi- 
partnership agreement between an employer and employee by 
which, in addition to salary such employee is to receive also 
a certain percentage of profits, if such profits reach a certain 
mimimum sum. The problem reads thus: 


On January 1, 1908, F. Mathews engaged J. Phillips as bookkeeper on 
the following conditions: 


(1) Phillips is to keep the books and manage the sales department. 

(2) He is to get a fixed salary of $75 per month. 

(3) If the sales average $8,000 per month, Phillips is to receive 10% 
of the net profits. 

(4) If the sales average $12,000 per month and 18% is cleared. 
Phillips is to receive 15% of the net profits. 

(5) If the sales average $15,000 and 20% is cleared, Phillips is to 
receive 18% of the net profits. ° 


(6) The sales must average as much as $8,000 per month in order 
to entitle Phillips to share in the profits. Phillips, salary is to be deducted 
with the other expenses of operation before the profits are allocated. It 
is on the remainder of profit (net profit) that the percentage earned is 
to be calculated. 


(7) Discounts allowed or received are not to be considered. On 
August 15, 1908, the business was closed, and an extract of the books 
reveals the following condition: 


Merchandise on hand January 1, 1908 ............ $3,765.80 
Purchases to August 15, 1908 ........cccscccccees 84,210.00 


Bookeeper’s salary paid up to August 1, 1908. 
It is desired to find the balance due to Phillips on final settlement, 
August 15, 1908. 
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Statement of profits and percentage of profits for the purpose of 
determining Phillip’s share of profits. 
Net profits as shown by profit and loss account.. $5,867.97 
Less difference between discount allowed and dis- 
count received, viz: 
Distount received.... $875.19 less 
Discount allowed.... 315.86 559.33 


$5,308.64 


Dividing the cost of goods sold into the profit realized we arrive at 
% 0618+. 

In accordance with the original agreement, Phillips can not claim a 
share of the profits as per clause 4, but only as per clause 3, because, 
although the sales average more than $12,000 per month, the profit cleared 
docs not reach the minimum percentage required. 

The sum due Phillips is as follows: 


One-half month’s salary ($75 per month)..... inland $37.50 
10% of net profits ($5,308.64) 530.86 
$568.36 


(To be continued) 
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Accounting Practice and Procedure.* 
By A. Lowes Dickinson, C.P.A. 


I. INTRODUCTORY. 


The subject suggested for this paper by the Committee on 
Annual Meeting, 1908, is so broad that it must be assumed that 
the intention was that the writer should have a free hand to deal 
with any matters relating to the profession of the Public Ac- 
countant, which might seem to him to be either of interest to the 
members assembled or of value in extending throughout the com- 
munity generally a proper understanding of the part which that 
profession must necessarily take, even more in the future than 


in the past, in the promotion, development, and regulation of 
commercial affairs. 


The Annual Meeting of 1908, celebrates the twenty-first an- 
niversary of the official birth of the profession in this country. 
During this period of growth there have been added to its ranks 
many men skilled in its practice and procedure, and a paper of 
the kind now submitted can not have much to tell the members 
here assembled, with which they are not equally familiar with the 
writer. For this reason it has seemed fitting that this paper 
should make it appeal to a larger circle of readers, and so bring 
about a wider appreciation by the public of the value of the pro- 
fession and of the high standard of ability, integrity and im- 
partiality attained by its members. 


There is another class within our own ranks to whom, also, 
the papers presented at these meetings should particularly appeal 
and whose interest their authors should have especially in view, 
and that is the large and increasing number of student members 
who are entering the profession and into whose hands the cus- 
tody of its high standards and ideals must necessarily pass in due 
course. To these two classes, therefore, the paper now sub- 
mitted is intended particularly to appeal; and if in this endeavor 


*Presented at the Annual Meeting of the American Association 'of Public Account- 
ants, Atlantic City, N. J., October 20-23, 1908, 
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matters of common knowledge to the majority of the members may 
seem to occupy an undue portion of its space, they, will, perhaps, 
accept the excuse that these matters may be of benefit and inter- 


est to others and may thus advance the best interests of the pro- 
fession. 


It is clearly impossible within reasonable limits to discuss 
fully all the various types of cases which come before the Public 
Accountant in his daily practice. The few here discussed have 
been selected as being among the most important and most val- 
uable to the general public, and must not be considered as more 
than a small fraction of those many services which are rendered 
daily to individual clients in their private affairs, whether they 
involve weeks or months of arduous investigation or merely con- 
sultations and discussions on important matters of daily occur- 
rence. 


II. ANNUAL EXAMINATION AND CERTIFICATION OR AUDIT OF 
ACCOUNTS. 


Among the most important of the public duties must be con- 
sidered what is generally known as an Audit of Accounts of 
Corporations. Unfortunately this term “Audit” has obtained 
currency in a much more limited sense, being applied to the in- 
ternal check upon transactions involved in the passing of ac- 
counts for payment; and the corresponding term “Auditor” more 
often than not is applied to or is held to describe an individual 
holding the position of Comptroller or Chief Accountant, or 
Head Bookkeeper of a Corporation. It is, perhaps, worthy of 
consideration, whether it is desirable to continue to use the term 
“Audit” as applied to work done and certificates given by Public 
Accountants ; but in default of any better term and in view of the 
legal sanction given to its use in that respect in other countries, 
it is generally adopted in this paper as applying entirely to the 
work performed by the Public Accountant to enable him to cer- 
tify to the accuracy of periodical statements of account. Such 
an audit is of far-reaching importance, not only to the Directors 
and Stockholders of the Corporation interested, but also to the 
general public who may frequently purchase the stock of the Cor- 
poration, relying on the certificate given by the Public Account- 
ant. 
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Some important considerations affecting audit practice are 
suggested by the English Companies’ Act of 1907, which was 
passed after an inquiry by a Royal Commission on which ac- 
countants were represented by one of their number, and which 
may be said to crystallize into law the customs of the most repu- 
table companies adopted as the result of the forty-five years’ ex- 
perience under the law of limited liability in that country. Be- 
fore considering the provisions of this act it may be interesting 
and useful here to state shortly the history of the independent 
and impartial audit of the accounts of corporations in England, 
where the practice, starting from small beginnings, has now be- 
come universal and has at last received the endorsement of the 
law. 

Until the passage in England of the Companies’ Act of 1900, 
there was no law compelling a company registered under the 
Companies’ Act, to have an audit of its accounts, with the ex- 
ception of banking companies, which were required under the 
Companies’ Act of 1879, to have an independent audit, evidenced 
by a certificate in a form which has practically become the stand- 
ard for all companies, and to which reference will hereafter be 
made. The original Limited Liability or Joint Stock Com- 
panies’ Act of 1862, contained in a schedule known as Table “A,” 
a set of “Articles of Association” (here known as “By-Laws’’), 
which was not compulsory, but which could be adopted by any 
company so desiring and was binding upon any company which 
did not adopt an alternative set. This Table “A” exercised a 
great influence, and where not adopted in its entirety, became the 
model for the Articles of Association of the best companies. It 
included a clause requiring an annual audit of accounts by per- 
sons appointed by stockholders, and the elimination of this clause 
in any substituted articles came to be regarded with more and 
more disfavor, so that in time this provision became practically 
universal. 

The first stage of this audit consisted in the appointment by 
the stockholders, at the Annual Meeting, of certain of their num- 
ber to conduct it. These lay Auditors had no qualifications for 
the position, either by training or experience, and while the fees 
paid them for their services were usually small, there can be little 
doubt that the money was, as a rule, practically wasted. 
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The next stage appears to have been the employment by 
the elected Auditors of Public Accountants to assist them in their 
work, provision being frequently found in the Articles of Asso- 
ciation permitting this, and providing that the remuneration of 
the individuals so employed should be paid by the company. 
The next step was to recognize the fact that it was better for 
the stockholders themselves to make the appointment of Public 
Accountants, instead of delegating it to their own Auditing Com- 
mittee, and the Articles of Association in their most modern 
form usually provided that at least one of the Auditors should 
be a Public (generally a Chartered) Accountant. In this condi- 
tion matters continued until the passage of the Companies’ Act 
of 1900, which, for the first time, gave parliamentary sanction to 
the practice which had already become established in the majority 
of cases by the action of corporations and their stockholders. 

The provisions relating to audit are contained in Sections 21 
and 22 of that Act. the text of which is given in full in the Ap- 
pendix to this paper. The general effect of these provisions is 
that at each Annual Meeting of the company the shareholders are 
required to appoint one or more Auditors, none of whom must 
be a Director or Officer of the company ; that these Auditors shall 
hold office until the next Annual Meeting, and that their re- 
muneration shall be fixed by the shareholders. Provision is 
made for appointment by the Board of Trade (a Government 
Department) in default of any appointment by shareholders. 
Appointment by the Directors is permitted only in the case of 
a newly organized company, and such appointees can hold office 
until the first Annual Meeting, with power, however, to the 
shareholders to remove them by a majority vote at a previous 
general meeting. 

The Auditor being appointed by the stockholders, his re- 
sponsibility was entirely to the stockholders, but he was subject 
to election each year, and cases frequently arose in which, owing 
to his making a report adverse to some action which the 
Directors may have taken, the latter controlling the majority of 
stock were able to prevent his re-election. This feature of the 
appointment of Auditors was recognized as a defect and 
the form of certificate called for in Section 23 of the 
Act of 1900, was also not entirely satisfactory; and 
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in 1907 a new Act was passed amending various pro- 
visions of the Act of 1900, so that at the present time Sections 
21 and 22 of the Act of 1900, together with Section 19, of the 
Act of 1907 (See Appendix) comprise the law in England on 
this subject. 


The latter section establishes the Auditor’s right of access at 
all times to the books, accounts and vouchers of the company, 
and empowers him to require from the Directors and Officers 
such information and explanations as he may think necessary. 
It requires the Auditor to make a report to the shareholders, stat- 
ing whether or no he has obtained all such information and ex- 
planations, and whether or no the Balance Sheet is properly 
drawn up so as to exhibit a true and correct view of the state of 
the company’s affairs, according to the best of his information 
and the explanations given to him, and as shown by the books of 
the company. 


The Auditor’s Report must be read at the Annual Meeting 
and be open to the inspection of any shareholder, who is also 
entitled to a copy of both Balance Sheet and Report, at a speci- 
fied charge. 


The Act also provides that no other than a retiring Auditor 
can be elected at an Annual Meeting unless previous notice has 
been given of the intention to nominate another person, and a 
copy of such notice has been given to the retiring Auditor. 

It will be noted that there is still no provision in the law 
requiring that the audit should be made by a Public Accountant, 
but it has become so universally recognized that a lay audit is 
generally worse than useless, that it is now quite the exception 
to find the certifi-ate of any but a Public Accountant affixed to 
the Balance Sheet. 


There is one other very important point of distinction between 
the position of the Public Accountant acting as Auditor of a 
corporation in England and in this country, viz., that in Eng- 
land he has always been appointed by the shareholders, while in 
America, at present, with a few notable exceptions, he is ap- 
pointed by the Directors or Officers, although in most cases the 
Directors hold the control of the company and the appointment 
by the stockholders would practicaily have the same result. The 
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position of the Accountant in such a case is widely different. 
When appointed by the Directors his legal responsibility is to 
them instead of—as it should be—to the stockholders and to the 
public, and while this should not affect his moral responsibility 
to the latter, it places such a limitation upon his powers as to 
seriously diminish his usefulness; for if he reports adversely 
upon any of the actions of the Directors they can suppress his 
report and publish the accounts of the company as prepared by 
themselves without any certificate, and the Auditor has no right 
whatever to communicate the true facts to the stockholders. On 
the other hand, if he be appointed by the stockholders, it is not 
only his right but his duty to bring before them—preferably in 
his certificate affixed to the Balance Sheet, but certainly in some 
way—any material facts with which they should be acquainted. 
Furthermore if the Directors appoint the Auditor they can limit 
the scope of his inquiry in any way they think fit, while appoint- 
ment by the stockholders would carry with it no limitations and 
the whole responsibility as to the work which he shall do or not 
do is thrown—and properly thrown—upon the Auditor. 

Fortunately, so far, there has been no tendency here on the 
part of stockholders or Directors to appoint lay Auditors and the 
objections thereto, which might under other conditions require 
much emphasis, can now be noted in a few words, viz., that they 
have no training and not sufficient knowledge of the principles 
involved in a correct statement of account and that, on the other 
hand, they may have that dangerous kind of superficial knowl- 
edge, such as, in the case of a quack doctor, might lead to a wrong 
diagnosis of the case, or, in an amateur engineer, to the prepara- 
tion of designs of a bridge without any proper consideration of 
the strains and stresses involved. As an individual or corpora- 
tion would not think of employing an unqualified doctor or en- 
gineer, so it may be hoped that they would not employ an 
unqualified Auditor. There is, however, another danger in 
prospect, viz., the compulsory Government audit. 

In uttering a warning against Government audits the profes- 
sion is not merely protecting its own interests, although these 
might be temporarily affected if the practice continued to in- 
crease ; the real objection lies in the certainty that such examina- 
tions must, on the whole, be inefficient. The duties of the Gov- 
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ernment Auditor, as he exists at the present time in the shape of 
Bank Examiners, Insurance Commissioners, Public Service Com- 
missions, and last but not least, the Interstate Commerce Com- 
mission, are necessarily defined and limited by law, and tied and 
bound by precedents, and have none of that elasticity which is 
necessary if an audit is to advance with the times and to suit itself 
to the changing conditions which arise, not merely from decade 
to decade, but from year to year, and even from day to day. 

Moreover, the system of filling Government appointments is 
not conducive to the creation or maintenance of an experienced 
and efficient staff. While the pay for the lower positions is 
probably higher than obtains in commercial circles, that for the 
higher is low; and the higher the position the smaller propor- 
tionately to the responsibilities is the amount of remuneration. 
Consequently, there is little inducement to the better man to re- 
main in the service, and it becomes practically impossible for such 
a service to attain to anything like the level of efficiency, which 
will be found in the office of a practicing Public Accountant. 
Another and greater objection from the stockholders’ point of 
view, is that the Government Auditor necessarily must confine 
his duties to insisting upon the observance of the law and has 
little, if any, care for the interests of the stockholders. 

The insufficiency of Government examinations as audits in the 
proper sense of the word, has been frequently recognized by 
Comptrollers of the Currency and State Banking Superintend- 
ents, who have in their official reports gone on record as being in 
favor of independent examinations of banks and trust companies 
by Public Accountants on behalf of Directors and stockholders, 
in addition to the usual official examination. There can be little 
doubt that there will sooner or later be a reaction against the 
extension of Government control, which is now so much in 
evidence; and that reaction, when it comes, will probably take 
the form of the opposite extreme of little or no control—a con- 
dition equally to be deprecated unless it be accompanied by the 
growth of control by stockholders, exercised through Public Ac- 
countants, appointed by them as Auditors. The requirement of 
regular and efficient audits of the accounts of corporations by 
qualified Public Accountants must depend largely upon public 
opinion, and it is better that the practice should become a regular 
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one as a result of pressure exercised by stockholders upon Direc- 
tors, rather than as a result of hasty and possibly inefficient legis- 
lation. 

The natural and healthy growth of a sound practice on its 
own merits, and because it is found to be a protection to the 
stockholders and to the public is alone likely to be permanent, 
and it is to be hoped that the experience in England already 
quoted will be found to be the experience here. The great im- 
portance of independent periodical audits by Public Accountants 
is now recognized by the Directors and Managers of many com- 
mercial institutions, as well as the increasing value which attaches 
to their certificates. If this movement, now well started, be sup- 
ported by public opinion, as represented by stockholders, there is 
no doubt that the practice will grow at least as fast as the pro- 
fession, by its own natural growth, can take care of the work. 

The responsibility which the Public Accountant assumes in 
certifying to the accounts of a corporation will be found on care- 
ful consideration to be well defined in the form of certificate re- 
quired by the English Companies’ Act of 1907, above quoted, 
viz., that he shall report whether, in his opinion, the Balance 
Sheet is properly drawn up so as to exhibit a true and correct 
view of the state of the company’s affairs, according to the best 
of his information and the explanations given him, and as shown 
by the books of the company. The several phrases in_this cer- 
tificate deserve special attention. 


(a) “In his opinion,” as a skilled professional man, endowed 
with special qualifications resulting from his training and ex- 
perience. 


Every Balance Sheet must be largely a matter of opinion; for 
example: the value of the Debts Receivable, the Inventories of 
Materials and Supplies, and particularly of Work in Progress, 
and the division of Expenditures between Capital and Revenue; 
the inclusion in the books of all necessary information with re- 
gard to the affairs of the company, the sufficiency of the pro- 
vision made for Maintenance Charges and Depreciation, and for 
Reserves for possible Losses; the efficiency of the System of 
Organization and Accounting as a reasonable protection against 
fraud or defalcation—all of these matters require for their de- 
cision, skill and experience. 
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The criticism is often made that this phrase weakens the cer- 
tificate; but if the necessities of the case be considered, and if 
it be remembered that the opinion is one formed after an exhaust- 
ive and careful study of all the facts and evidence obtainable by 
a man whose whole training and experience has specially quali- 
fied him to give such an opinion, it will be seen that the words 
are not a mere empty phrase but an essential part of the cer- 
tificate. So far from weakening the certificate they may rather 
be considered as strengthening it, in that they imply that the 
signer has given his certificate, not with foolhardy assurance, but 
with a realizationof the inherent impossibility of saying, abso- 
lutely, that one Balance Sheet is correct and another incorrect. 

(b) “ Properly drawn up.” This implies that the different 
headings in the accounts submitted are proper descriptions of 
the items included thereunder; that there is no concealment of 
material facts, the knowledge of which is essential in enabling the 
present or prospective stockholders to form a judgment of the 
value of the investment, and the omission of which would 
be prejudicial to their interests. In deciding whether 
this requirement has been met the Auditor must recog- 
nize that there are often facts as to which it would 
be of interest and value to stockholders to be informed, 
but the public disclosure of which, might severely dam- 
age the company and its stockholders, and yet which, in the opin- 
ion of the Public Accountant, are perfectly proper transactions, 
and in the best interests of the company. The Public Account- 
ant should be the best judge as to what should or should not be 
disclosed and be able to satisfy his clients that his views are 
correct and should be adopted. 

(c) “True and correct view of the state of the com- 
pany’s affairs.” This phrase involves, not only the mere 
clerical accuracy of the figures, but their substantial busi- 
ness accuracy, independently of the books, subject always 
to the necessary qualification that the Public Account- 
ant, even with his special training and experience, is, 
after all, human and can not discover facts of which no trace 
is to be found on the books or records of which he has knowl- 
edge. Such matters, as the Valuation of Inventories, Invest- 
ments, Book Debts, etc.; the full estimate of all ascertainable 
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Liabilities and Obligations, contingent or otherwise ; the full and 
correct statement of the Profits for the period covered by the 
examination; and the clear and separate disclosure therein of 
any unusual items not incident to the ordinary business of the 
company, are all involved in the term “true and correct view of 
the state of the company’s affairs.” 

(d) “ As shown by the books of the company.” This phrase 
does not imply that the duties of the Auditor are properly ful- 
filled if he satisfies himself that the Balance Sheet agrees with 
the books as is sometimes supposed. The phrase immediately 
preceding, “according to the best of my information and the 
explanations given to me,” shows clearly that a much wider duty 
rests upon the Auditor, namely: to satisfy himself that the Bal- 
ance Sheet, as already stated, sets forth a true and correct view 
of the state of the company’s affairs, according to all the informa- 
tion obtainable; and, further, that the books also set forth this 
same condition. It is, therefore, incumbent upon the Auditor, 
if he certifies the accounts of a company, to see that the books 
are correct as well as the Balance Sheet, and that any changes 
which he may have to make in the Balance Sheet have been prop- 
erly recorded and put through the books. 

There are many other matters frequently touched upon in the 
certificate in addition to the above which may be described as 
the “operative” phrases; but whatever the form may be it is es- 
sential that the certificate should be clear, specific, and above all, 
accurate, and that any qualifications, which it may be necessary to 
insert should be set forth in unmistakable terms, so as to put 
those who read it upon their guard and to suggest to them the 
questions which shall be put to the management of the corpora- 
tion if further information is desired. 

It may be useful here to state a few general principles in 
connection with the form a qualification should take. Various 
expressions are used such as “accepting” or “subject to” such a 
condition of things The former words should imply that while 
the accountant is not in a position to verify the statement to 
which it relates yet he has no reason to believe that it is inac- 
curate in any respect; while the expression “subject to” should 
imply that the accountant is not satisfied with the conditions dis- 
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closed and is prepared only to certify to the accuracy of the state- 
ment excluding the item to which he takes exception. 

It must never be forgotten that the Public Accountant has 
no right or duty to dictate the policy of the company; he can not 
compel it to make sufficient provision for all necessary charges, 
such as Maintenance, Depreciation, Bad Debt Reserves, etc., but 
he can and must call attention in his certificate to the fact of the 
omission or insufficiency of any such provisions, leaving it to 
those interested as stockholders or in any other capacity, to take 
the question up directly with the officials and satisfy themselves on 
these doubtful points. If the Public Accountant has the neces- 
sary qualifications ; if the work of his subordinates is properly di- 
rected and supervised; and if his examination has been as 
thorough as it should have been—in other words, if he has done 
his whole duty as a Public Accountant—it is hardly possible for 
any substantial or material errors of omission or commission, to 
be afterwards found in a Balance Sheet so certified. 

The Public Accountant’s responsibility in respect of his cer- 
tificates is largely moral and only to a small extent legal. It is 
commonly supposed that his work is a mere ascertainment of 
facts and yet that is the simplest and frequently the smallest and 
least important, part of the work involved in his periodical exam- 
inations. He is rather employing his trained mind and organi- 
zation to make as near an approximation to actual facts as is 
humanly possible or practicable, but he has also to consider de- 
grees of approximation, or in other words—it is the percentage 
and not the amount of the possible error by which he must be 
guided. His legal responsibility is necessarily limited to gross 
errors of omission or commission, and would hardly extend to 
errors of judgment, but it must be remembered that what might 
be merely errors of judgment on the part of an individual, with- 
out his training and experience, may easily be gross errors on the 
part of the Public Accountant. 

(To be continued.) 
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The Traffic Problems of Interurban Electric 
Railroads. 


By THomas Conway, JR. 


PART II. 


Practically all of the interurbans built in recent years are 
located upon private rights of way. There are two methods of 
locating a line upon a private right of way. The road can either 
parallel the highway, occupying a separately fenced-in roadway 
immediately adjacent thereto, or it can follow the practice of the 
steam railroads which consider the natural formation of the 
country rather than the location of the highways in the region. 
If the first method is followed, the company only partially escapes 
the limitations and handicaps which are met with by building its 
line upon the public road, for not only is it impossible in most 
cases to get property owners to forego their right to cross over 
the right of way to the public road, but it is likely that as time 
progresses and adjacent territory is built up, the number of these 
road crossings secured by the local authorities of the townships 
will increase. By this construction the interurban can decrease 
the number of cross-overs but cannot avoid them altogether. The 
property owner who has the right to come out on the highway at 
any and all points when the road was constructed in the public 
thoroughfare can be limited to use one or two cross-overs, but he 
will not voluntarily forego this privilege and he cannot be forced 
to do so. Such a location, therefore, minimizes but does not 
eradicate the evils of public road operation. It fixes with abso- 
lute precision the spots at which accidents are likely to occur, but 
it does not prevent such casualties. 

The high speed suburban lines, of which there is a 
large number, it is true prefer a location parallel to the highway 
because the most thickly settled districts are contiguous to the 
main roads. The typical interurban companies, however, do not 
pursue this policy. They prefer a line constructed in the location 
which the engineers find most favorable from the standpoint of 
grades. They avoid rather than seek the highways, because by so 
doing they can cut down to the minimum, or entirely eliminate 
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grade crossings. Such crossings as they encounter will be public 
roads located wide distances apart where the railroad company 
can protect itself by whistling as do the steam roads. Under such 
conditions the burden of care falls upon the persons who use the 
public highways rather than upon the railroad company. With 
cross-overs every 500 or 1,000 feet it is true the company might 
also maintain a policy of whistling at every crossing, but this 
would create a bedlam which would be intolerable both to the 
residents along the line and to the travelers on the car. As a 
consequence of the failure to whistle, however, the company 
shares with the traveler the necessity of exercising caution, with 
the result that in damage cases juries find in favor of the 
plaintiff. 

We may therefore conclude that the modern interurban rail- 
road in its chief engineering characteristics differs but little from 
the steam lines. It is built on a private right of way with as few 
road crossings as possible. The stops are reduced to as small a 
number as is practicable, while the grades are kept down to the 
lowest point warranted by the volume of business considered in 
relation to the cost of construction. This is done both for the 
purpose of increasing the speed and in order to cut down the 
power consumption. All of these matters are of importance in 
the passenger travel, but if the interurban desires to handle 
freight they are of even greater moment. 

The economic basis for the success of the interurban as a 
transportation agency for the handling of passenger business is 
easily understood. The ability to carry a large amount of power 
within a small compass and with a low percentage of dead weight, 
the economy of power generation, the ability to operate cars in 
single units with efficiency and profit, the possibility of surmount- 
ing grades which are insuperable to the steam locomotive, the 
absence of smoke, cinders and dirt, the ability to enter the very 
heart of the large city over the ordinary street railway tracks, 
bringing the rural traffic into the metropolitan business district 
without a change of cars over a roadbed whose cost is but a 
fraction of that of the steam line, all have given the interurban 
road such an advantage that its success as a transportation agency 
is assured. 

The interurban secures its business from two sources, in the 
first place it immediately attracts to itself a large volume of 
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traffic which had formerly been handled by the steam roads, 
bringing about at first, at least, a heavy temporary decrease in 
business upon the older lines: The latter have usually taken 
aggressive measures to prevent the loss of their business, both by 
reducing fares and by offering quicker and more frequent service. 
In most cases, however, their efforts have been fruitless. It is 
practically impossible to secure statistics which show the effect of 
the interurbans on the steam lines. The only accurate evidence 
upon this matter so far published is that showing the results of 
the competition of an electric line between Cleveland and Oberlin, 
Ohio, a town about thirty-five miles west of this city, and the 
Lake Shore and Michigan Southern Railway. The steam rail- 
road in 1895 carried 203,014 between these points; seven years 
later, after the fast interurban service had been established be- 
tween these two cities, the number of Lake Shore passengers had 
fallen to 91,761, a decrease of from 16,918 to 7,640 passengers a 
month, 

Similar results have occurred in all parts of the country. The 
interurbans have, in most cases, cut heavily into the short dis- 
tance passenger travel of the steam roads, the lure of the frequent 
service and low fares usually being irresistible. 

A large part of the prosperity of the interurbans has been due 
to the large amount of new traffic they have created. Travel is 
largely a matter of habit and by diminishing the effort required to 
travel, by taking on a passenger practically at his own door and 
transporting him quickly and comfortably in attractive, comfort- 
able cars, without the smoke, dirt and noise incident to railroad 
travel, almost to the very door of his destination, the interurbans 
have greatly stimulated the travel habit, not only to their own 
profit, but to the infinite advantage of the thousands of farmers 
located along their lines. 

While the steam railroads have suffered from the competition 
which the interurbans brought into their short distance work, 
they have probably more than recovered the loss in the large in- 
crease of long distance passenger business, which has resulted 
from the rapid growth of the traveling habit, for which the inter- 
urbans are largely responsible. Many of the best informed rail- 
way Officials in the country predict that the time is not far off 
when the steam roads will be very glad to hand over to some 
other agency of transportation all of their short distance pas- 
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senger work. They point out that in ordinary times the railroad 
facilities are always inadequate to meet the demands of the ship- 
ping public. Cars can be easily and comparatively quickly 
secured, but the duplication of roadway facilities is a serious 
matter, becoming constantly more difficult with the closer settle- 
ment of the country and the consequent growth in land values. 
The limitations upon the expansion of the traffic of our railroads 
are, therefore, furnished by the trackage and terminal facilities 
which they possess. It is contended that the railroads will soon 
be brought to the point where it will be a question of selection 
between various classes of business. Passenger work is the least 
profitable and since the short distance business is actively sought 
for by other means of transportation, it seems likely that this will 
be the class of business which will be surrendered. Mr. Samuel 
Rea, third vice-president of the Pennsylvania Railroad, in testify- 
ing before the Royal Commission on London Traffic, 1906, stated 
that he did not think the trunk lines in the neighborhood of large 
cities could handle local traffic to advantage. He used as an illus- 
tration the suburban business outside of Philadelphia. He stated 
that the Pennsylvania Railroad Company’s average rate for com- 
muting riders out of Philadelphia is 7/10 of 1 cent. per mile, 
so that for five miles the company only gets 314 cents, whereas 
the average cost of putting passengers through the Broad Street 
Station terminal is figured by the company at 3 cents. This leaves 
only one-half of 1 cent to pay for the transportation of the 
passenger. He believes that the greater use of the large terminals 
by the through business makes the short distance work relatively 
less profitable with each passing year. This view is generally 
shared by the railway officials throughout the country. 

The feeling that the short distance passenger business occupies 
trackage which would produce larger earnings if they were de- 
voted to freight, is bringing the steam lines constantly closer to 
the point where they are willing to turn over the strictly short 
distance work to the interurbans. The officials of the electric 
lines fully realize the protection which this situation gives them 
and they view with no feeling of uneasiness, the consequences of 
the electrification of the steam roads. They are confident that 
the interurban has come to stay, that its traffic is absolutely 
assured and is free from the possibilities of serious reductions. 

Up to the present time the interurbans have only developed 
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the traffic for distances ranging from ten to fifty miles. This has 
been due largely to the fact that the length of the average system 
is somewhere between these limits. During the last few years 
there has been a decided movement looking toward the consolida- 
tion of the smaller lines into a few large systems. As a result of 
this movement, together with the growing disposition among 
interurban officials to codperate for their mutual advantage, 
numerous efforts have been made to offer a passenger service, 
intended to attract business for distances between fifty and one 
hundred miles. Considerable progress has already been made. 
Several roads have in operation parlor, sleeping and dining cars, 
offering high-speed service between widely separated centers. 

The economic basis of the long distance travel lies in the 
greater profitableness which is involved in the handling of a car 
of people for a long journey with few stops and at a relatively 
higher rate of fare. Under ordinary conditions a car has a 
heavy load for a short distance after leaving the city. In many 
cases standing room is at a premium. Cars are frequently over- 
loaded and the extra weight and the frequent stops disarranges 
the schedule and demoralizes the system. For the greater part 
of the journey, however, the car is nearly empty. Such a traffic 
yields a heavy income in the first fare zone with a constantly de- 
creasing income in each succeeding zone. The total earnings of a 
car for a trip would be smaller than had it been able to run loaded 
to one-half or one-third of its capacity throughout ‘the entire 
distance. 

Under ordinary conditions the development of long distance 
traffic is practically impossible. The existence of a defective and 
inadequate roadbed and equipment on a portion of the journey 
makes the whole ride unattractive. The comparative shortness 
of each road necessitates frequent change of cars, while the fail- 
ure to closely adhere to schedules results in frequent missed con- 
nections and consequent vexatious delays. It is practically im- 
possible to develop any considerable long distance business so 
long as it is necessary to change cars. A considerable through 
business can only be developed where special facilities are 
provided. 

Two methods are generally employed in offering through ser- 
vice. The first is the coupling of a through car to the local car, 
running the two of them as a train. The through car is detached 
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at the end of each road and is attached to the local on the next 
system. This plan, however, is feasible only where there is a 
strong similarity between the equipment on the various systems. 
Not only must they be sufficiently alike to permit of the cars of the 
various roads being coupled together, but it is necessary that they 
be equipped with multiple unit controllers, enabling several cars 
to be operated by a single motorman. Such a close similarity of 
conditions is very infrequent. Moreover, the officers of inter- 
urban roads object strenously to allowing their cars to be handled 
by men employed by other systems who they feel have been de- 
fectively trained, and disapprove of allowing even ordinary re- 
pairs to be made in the shops of other companies whose employees 
are unfamiliar with their type of equipment. 

In a number of cases, however, through cars or trains have 
been provided running over the entire route without change. 
Under this plan the earnings are apportioned among the several 
companies in a manner similar to that followed by the steam rail- 
roads. Owing to the fact that a number of cars can be operated 
at high speed with much greater power economy than single 
units, the tendency has been to operate the through service in 
trains of two or three cars. This system of operation has the 
additional advantage of being more popular with the people who 
have become accustomed to a service providing baggage and 
smoking cars and one or two day coaches. They expect similar 
conveniences of the interurban for long distance travel. Where 
the lines are sufficiently well built and equipped to make this 
possible, it seems likely that this plan will be more used. The 
development of long distance travel, however, is in its infancy. 
There is sufficient evidence to show that the most modern type 
of roads can offer it with advantage and with profit. The Lake 
Shore Electric Railway, for example, inaugurated some years 
ago a through service between Cleveland and Toledo, a distance 
of 118 miles. The competition which they had to meet was 
probably as severe as that which would be encountered by the 
interurbans in any section of the country. Not only does the line 
closely parallel the Lake Shore and Michigan Southern Railway, 
admittedly one of the best equipped and most efficient trunk lines 
in the country, giving frequent and high-speed service over a 
route which is nearly ten miles shorter than that of the electric 
road, but during eight months in the year there are steamers 
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between these two cities, offering a pleasant trip and a lower fare 
than either of the other carriers could name. The express 
trains on the steam road make the trip in two hours and thirty- 
five minutes, while the ordinary train requires three hours and 
thirty minutes. The fare on the steam roads is $3.25. The 
schedule of the electric line is six hours for the regular cars, and 
four hours and thirty minutes for the limited cars which leave the 
terminal three times daily, morning, noon and evening. The fare 
on the electric line is $1.75, no matter whether the regular or 
limited cars are used. During the first month of operation 
(January, 1903) 498 single trips were sold, while during the last 
month of that year 1,161 tickets were disposed of. Detailed 
statistics showing the operation of the line in later years are not 
available, but it has been stated that the traffic has steadily in- 
creased through the succeeding period. In November, 1903, the 
limited cars earned on an average of thirty-five cents per car mile, 
while the general average of the system for all cars was only 
twenty-two cents per car mile. The increase of earnings for the 
limited cars over the gene*al average amounts to fifty-seven per 
cent. On a number of runs the earnings have exceeded one 
dollar per car mile. 

While it is very difficult to secure accurate figures on the cost 
of maintaining the limited cars, yet sufficient data is available to 
enable the operating officials to state that they were less expensive 
to operate than the regular cars. The extra wear from high speed 
operation is more than offset by the saving in power required 
where frequent stops prevail. 

The experience of the Cleveland line has been duplicated in 
numerous other sections of the country. It must be borne in 
mind, however, that long distance through traffic is only possible 
where the roads have been built according to the most approved 
technical standards with private rights of way, with low grades 
and easy curves, and where the entire distance between the 
terminal cities is under the control of one company, or where 
there is a sufficient spirit of codperation to make possible joint 
operation under practicable conditions. 

The rapid growth in the traffic of the interurbans has been 
largely the result of effective advertising and publicity work. 
The electric roads have gone much further than the steam roads 
in working out plans for increasing travel. The greater impor- 


432 


The Traffic Problems of Interurban Electric Railroads. 


tance of this class of traffic to the interurban and the restricted 
area of the field in which the publicity work is to be done, are 
probably the reasons which explain the prominence of the newer 
transportation agency in this field. 

The most generally used method of publicity is the posting of 
time cards in railway stations, hotel lobbies and other public 
places, and the placing of small racks containing printed schedules 
at these points. In addition to this a large number of interurban 
roads run regular cards in the newspapers announcing the time 
of arrival and departure of their cars. This advertising has in 
almost every case proved to be very profitable. A considerable 
proportion of the interurban’s riders are made up of traveling 
men who find it much more satisfactory than either driving or 
the steam railroads in making the various towns on their trips. 
The insertion of these schedules induces a drummer to use the 
interurban because he can figure out with certainty his day’s 
itinerary before starting out from his hotel in the morning. The 
few extra fares which these cards and newspaper insertions will 
attract are practically all profit for the handling of this extra 
business adds but little to the cost of operation. A moderate 
number of additional fares, therefore, pays for the advertising 
matter many times over. 

The most notably successful advertising campaign so far 
conducted is that carried on by the Twin City Rapid Transit 
Company of Minneapolis, Minn. Mr. A. W. Warnock, the 
general passenger agent, in a paper read before the Street 
and Interurban Railway Association at its 1907 convention, 
describes in detail the plans which have been followed. 
The company is fortunate in being located in the famous lake 
district of Minnesota and of having on its lines beautiful and 
picturesque scenery, providing many trips of general interest. It 
also operates the noted Big Island Park located on Lake Minne- 
tonka. Mr. Warnock states that his company owes a large part 
of its success to the cultivation of cordial relations with the local 
newspapers. This good will is valuable not only in securing fair 
treatment in all controversies affecting the company, but is par- 
ticularly advantageous in developing the excursion traffic. They 
have always followed the policy of making liberal use of news- 
paper space and have found it profitable. In addition to this they 
got out a nicely prepared folder, describing in an interesting way 
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the many trips which can be taken on the Twin City Lines, 
Through the newspapers they attracted inquiries for this pamphlet 
and were able to get out many thousands of copies, not only to 
the citizens of the Twin Cities, but to hundreds of prospective 
visitors living in nearly every state in the Union. This folder 
was also to be had for the asking at the various ticket offices of the 
company and in the lobbies of the large hotels. This was followed 
by many other folders, attractively gotten up and nicely printed, 
describing special features and short side trips. In addition to this 
the company has made liberal use of car window cards, very 
similar to the ordinary advertisements inserted in the street car. 
These were very cleverly gotten up and ran in a series very similar 
to some of the famous advertisements which have been put out by 
the breakfast food companies. The railway stations along the 
lines have been liberally filled with high-grade photographs show- 
ing the scenery along the various lines of the company. These 
prove of invariable interest to the traveling public and are believed 
to greatly stimulate business. The Twin City Company has 
found its advertising work to be immensely profitable. 

In judging of the profitableness of advertising work, it is 
almost impossible to arrive at definite conclusions. However, 
by watching the increase in the volume of travel on particular 
lines, following the advertisement of special features, the rail- 
way manager can tell whether his efforts have been successful. 
The general experience of interurban men establishes beyond 
question the fact that intelligent and catchy advertising is of 
great value, particularly where the line has scenic features or 
points of interest which can be used to stimulate business. 


(To be continued.) 
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EDITORIAL. 
That Others May Know Us. 


We have the business card of a certified public accountant 
and in the lower left hand corner are the words “ Secretary, 
State Board of Accountancy.” We also have the letterhead of a 
certified public accountant which contains a photographic repro- 
dution of headlines from a New York newspaper wherein it is 
stated in big type that certain records have been “ officially 
declared correct” by the accountant whose stationery is thus 
decorated. We have also recently received what appears to be 
a circular letter from a gentleman styling himself consulting 
accountant, in which he intimates that we can save expense by 
making use of his accounting system and invites us to consult 
him in reference to weak points in our methods. 

Here we have specimens of advertising and bad taste, of 
which no lawyer or physician desiring to maintain a good stand- 
ing in his profession would dare be guilty. In fact, we doubt if 
any lawyer or physician would expect to profit by such adver- 
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tising. When a physician begins to advertise either his skill or 
the virtues of his prescriptions, he steps out of the professional 
ranks at once and is lined up with the quacks who have no pro- 
fessional standing whatever. The same fate awaits the lawyer 
when he seeks to make himself known by methods not sanctioned 
by custom in his profession. Do public accountants increase 
their incomes by advertising. Is accounting still only a busi- 
ness or is it a profession? 

If a public accountant is engaged in a calling which ranks 
only a little above that of a bookkeeper, if his claim to employ- 
ment, like that of a tailor or cobbler, is based solely on technical 
skill, then he is justified in advertising his superior qualifications 
and in competing with rivals in any honorable way approved 
in any trade or business. But if his calling is one which 
demands brains and intellectual skill more than training and 
manual dexterity, he evidently can not advertise himself with- 
out being open to the charge of blatant and offensive egotism. 
In the very nature of things modesty is imposed upon the brain 
worker. No matter how conceited a poet may be, he must not 
advertise his wares as superior to those of Ibsen or Shakespeare, 
nor must a teacher, even though he is convinced that he could 
give points to Socrates and Herbart, let his conviction become 
public. The physician who claims that he can cure diseases 
which baffle his brethren, or that he can diagnose ills that are 
hidden to all other eyes, simply advertises his ill breeding and 
probably also his ignorance. No professional man reaps the 
highest awards of his labor, either in dollars or in honor, if he 
seeks business by self-laudation. Instinctively the world 
demands that brains and modesty shall be joined together. The 
world judges the preacher by his sermons, the teacher by his 
pupils, the physician by his patients, and the lawyer by his record. 
If a man in one of those callings sets up any claim to superiority, 
he undoes himself. He may fool the masses for a time and 
temporarily increase his income, but the world soon estimates 
him at his real worth and wants no more of him. .Such a man 
must blow his trumpet harder and louder every year and get 
employment from new crowds of the ignorant, or even his income 
will cease. 

The JouRNAL oF AccouNTANCY is in existence because its 
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founders and editors are convinced that accountancy is a profes- 
sion and not a trade. We dislike to see public accountants resort 
to commercial methods in order to increase their business. The 
accountant’s work calls into requisition the educated brain, not 
merely skill in handwriting or accuracy in computation. This 
being the case, he must let the world judge of his ability by his 
achievements. If he claims great ability, he simply advertises 
himself as an egotist, and will lose standing not merely among 
his brethren, but also among those business men who might give 
him the largest employment. We believe that it is both bad taste 
and bad business for a public accountant to claim that he is in 
any way superior to his fellows. 

But how shall a public accountant get new business? How 
shall a young accountant get employment? Shall he open an 
office, put his name on the door and wait for clients to come to 
him? Not at all; there are many modest ways whiereby a man 
can let the world know of his existence and of his ability. First 
of all, he must be a man among men. He should join associa- 
tions of accountants and seek to do his share toward making 
their meetings more profitable and interesting. The older men in 
his profession will quickly find out his worth and will be glad 
to give him help. 

We can not advise the young accountant to follow the plan 
which rumor has long connected with young lawyers and phy- 
sicians—that he join a church or a secret society in order that 
me may enlarge his circle of acquaintance; yet there is, pro- 
fessionally speaking, no objection to his seeking in either of 
these ways to give others a chance to find out what a brilliant 
fellow he is. We know an attorney who has changed his church 
every two years for fifteen years and is well known among the 
pew holders of at least seven different churches—and he is in 
very good standing among his professional brethren. We 
understand also that he has clients from each of the congrega- 
tions with whom he has sat. If he made as good use of his 
week days as he did of his Sundays, he ought to be a good 
lawyer—and we really have no right to infer that he is not a 
disinterested Christian. While we do not advise any young 
accountant to join a church or any other organization for the 
selfish purpose of getting clients, we do strongly advise him to 
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enter with enthusiasm into the civic and social life of his com- 
munity, to seek in all legitimate ways to know the best men in his 
environment, both in and out of his profession, and to handle 
himself so that he will win their respect and confidence. The 
young man who begins his professional career in that manner, 
resolved to do his best at every opportunity, is bound to suceed. 

There is one method of advertising which is approved in all 
the professions, but the men who reap most of its benefits are 
those who value them least. Every profession has its literature 
and the man who contributes to it a good article or a good book, 
deserves and usually gets the esteem of his professional brethren. 
Here is an inviting field for the accountant whose clients are not 
yet sufficiently numerous to employ all his time. Let him write 
an article for THE JoURNAL on some phase of accountancy in 
which he happens to have had unusual experience or opportuni- 
ties for observation. Or let him drop a hint to the secretary of 
his state society that he is willing to read a paper at some meet- 
ing this winter, and not be discouraged if the older members go 
to sleep while he reads And if he be a youth of large ambition 
and real scientific spirit, let him begin work upon a book, and 
not be abashed by his youth. Professor McMaster began his 
famous and still uncompleted History of the United States when 
he was a stripling from college, where he had specialized in 
engineering. One of the foremost members of the Chicago bar 
codified the statutes of his state as soon as he could after getting 
his LL.B., and learned judges thereafter listened with great 
respect to his pleas. 

The accountant can make others know him in many profes- 
sional and righteous ways, but let him not exploit the fact that 
he is a “ secretary ” or a “professor,” or that he is author of an 
“official report,” or that he can improve our “system” or 
throttle our expense account. A simple card, “John Doe, 
C.P.A., 23 Gumption Lane,” on a pasteboard or in the news~ 
papers, is enough. Anything more is bad taste and will prove 
bad business. 
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Should Sinking Funds be Charged 
Against Revenue? 


Our readers will find in this issue a valuable article by Mr. 
Seymour Walton on “Sinking Funds and Reserve Accounts.” 
The subject is of more than merely technical import and Mr. 
Walton’s clear-cut style makes what he has to say doubly in- 
teresting. He states his own position as follows: 


While most of the authorities have given a clear, and absolutely correct 
definition of the sinking fund as a fund set aside out of assets and accumu- 
lated at interest for the purpose of meeting a debt they have unfortunately 
not been content to stop there, but have gone on to say that this fund 
must be charged against revenue. 


Now why should this general practice of charging the sinking 
fund against revenue be changed? Mr. Walton rests his case, 
if we understand him, on the proposition that from the account- 
ant’s standpoint there is no logical relation between sinking fund 
and profits. On this proposition few thinkers, we imagine, would 
be willing to cross swords with Mr. Walton. His argument on 
this point is entirely sound and convincing. 

Nevertheless there may well be doubts as to the validity of 
his conclusions. The stubborn fact is that the majority of sink- 
ing fund mortgage agreements contain clauses requiring that the 
fund be set aside out of profits. The accountant may object to 
the clause as Mr. Walton does and may do his best to get away 
from it but he is in reality bound hand and foot. The clause 
is there and he must either conform literally to its provisions or 
make way for some other accountant who will. In other words, 
charging sinking funds to profits is not an accounting theory but ; 
a commercial condition. 

Further, we are inclined to believe that it is a desirable con- 
dition—desirable because it tends to prevent directors from 
declaring excessive dividends out of profits without making 
proper allowance for sinking fund payments. Mr. Walton 
argues that, “the provision of the trust deed that the sinking 
fund shall be provided out of profits means no more than that 
a sufficient portion of the money which results from the profits 
must be dedicated to the eventual redemption of the bonds. 

It is purely a financial measure and consists entirely 


489 


¥ 

4 

4 

4 

= 


The Journal of Accountancy. 


in a change in the form of assets from cash to securities.” This 
is sound accounting theory, taken in itself; but what would be 
the effect if the theory were used to guide financial practice? 
Would not directors and stockholders be much inclined to take 
the accountant’s showing of profits at its face value? Would 
they stop to reflect that a surplus large enough to cover sinking 
fund payments must be created? Would they not proceed in 
many cases to declare dividends which would cripple the com- 
pany and impair all its obligations? Mr. Walton’s answer is 
that “ since so much money has been tied up in the sinking fund 
there is none left with which to pay a dividend.” The answer 
would be satisfactory, if it were not for the fact that a company 
which can show profits can borrow money, and that dividends 
can be paid in such a case with borrowed money just as well as 
with owned money. 

Mr. Walton’s article raises two suggestions: First, the 
question seems to be partly a matter of terms. Accountants 
would agree in their conclusions, if they ali agreed in their 
understanding of what is meant by “ Reserve Account,” “ Sink- 
ing Fund,” “ Reserve Fund,” “ Fund,” “Profits,” and “Surplus.” 
It is unfortunate that the leading authorities can not fix the usage 
of these and similar terms. Second, accountants are not living 
in a scientific world of their own construction wherein everything 
is arranged according to their own ideas, but in a commercial 
world which as yet knows very little about accounting prin- 
ciples. Accounting practice has to be based on business and 
legal practice as it now is, not as it theoretically ought to be. 

We have discussed Mr. Walton’s article at this length, not 
fer the sake of finding fault, but because it provokes thought 
and is well worth careful study. We hope that other account- 
ants will come forward and express their views on the question 
he raises. 


Mr. Chauncey B. Allen, a member of the firm of Harvey S. Chase and 
Co., of Boston, public accountants, died at his home in Newton, Mass., 
Sunday, September 20, 1908. Mr. Allen was born in Pawtucket, R. I. in 
1868. He had been a public accountant and auditor in Boston for the 
past ten years, and had been closely connected with the development of 
uniform municipal accounting methods. He was a member of the Society 
of Incorporated Accountants of Massachusetts. 
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New Schools of Accountancy. 


Two universities have announced additions to their courses in account- 
ing and allied subjects within the last few weeks. The University of 
Minnesota has added to its regular courses certain “Evening Business 
Courses” open, not only to undergraduates of the University, but also 
o “persons not otherwise connected with the University who are not 
less than twenty-one years of age, and who are prepared to profit by the 
work.” It is understood that these courses are to be of the same high 
grade as other university instruction and it is announced that they will 
count toward the A. B. degree. The University authorities trust that 
many business men will avail themselves of the opportunity to secure 
university training for their pursuits. 

The services of Dr. B. M. Rastell, economic expert of the New York 
State Department of Labor, have been secured for the purpose, and 
courses will be offered the first year in corporation accounts, statistics, 
insurance, transportation and investments. In addition to his university 
and public service training Dr. Rastall has the advantage of several years 
experience in railroad operations, a year in the insurance field, and a 
period as manager with telegraph companies. It is proposed to make 
the work of a throughly practical nature in preparation for business 
careers. 

The University of Illinois has greatly extended its work in account- 
ancy, and the courses now offered include “Principles of Accounting,” 
“Cost Accounting.” “Industrial Accounting” and “Advanced Accounting ;” 
additional courses in “Auditing,” “Trustee and Railroad Accounting” and 
“Shop Management and Cost Keeping” will probably be given next year. 
All of these courses are under the direction of Assistant-Professor Duncan, 
formerly of Ohio State University. The introductory remarks in the 
pamplet describing these new courses are of such general interest that 
they are given in full below. 

“ With the growth of large corporations and the tremendous development 
of our commercial, industrial and financial businesses there has arisen 
in the United States a demand for a body of trained experts, known as 
public accountants, who can be called in from time to time to give advice 
concerning the firm’s affairs, and can be relied on to give an accurate 
and faithful analysis of the firm’s conditions as shown by its books and 
records. Stockholders and the investing public are interested in knowing 
the exact status of large corporations which have securities in the market. 
Depositors and customers of banks have more than a curious interest in 
the standing of their institutions. Directors of large concerns have 
neither time nor training to make examinations of the firm’s books, nor 
can they without training interpret the significance of their contents. 
As a result there has arisen a body of men who make a special business 
of examining the books of corporations and other concerns, and of inter- 
preting their findings so that the directors may know what changes in 
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licy are necessary to insure prosperity. The stocholder is interested 
ft I ot impartial reports in order that he may know whether it is 
advisable to retain present officers, or select new ones. _ : 

So important have these public accountants become in the business 
world, that the people who have to depend upon their reports and inter- 
pretations demand from them high standards of truthfulness and honor 
on the one hand, and thorough and exact knowledge of accounting, and 
legal matters on the other. In order to compel men who enter the 
business of public accounting to attain such standards, public opinion 
has demanded that the state determine the qualifications necessary to 
enter the business. In 1896 New York promulgated the first certified 
public accountancy law in the United States, and since that time a large 
number of other States have followed her example. In 1903 Illinois 
passed a law establishing the work of public accounting upon a pro- 
fessional basis. According to this law, candidates are required to pass 
examinations in commercial law, as affecting accountancy, the theory of 
accounting, practical accounting, and auditing. 

For a number of years the University of Illinois has been giving work 
along the lines of law, economics, corporation management, banking, 
insurance, journalism and public service, with the idea of training men for 
business; but until now has not offered a course preparatory to the 
accountancy examinations. 

Beginning in September, 1908, the University will offer courses which 
will enable the student to fulfill the requirements of the law and also to 
secure a liberal education with accountancy as one of the principle sub- 
jects in his course. 

The courses include: 

(1.) A four years’ course in business administration with a maximum 
of work in accountancy, economics, history, political science, statistics, 
language, and other subjects. 

(2.) A two years’ special course in preparation for the examinations 
required by law for securing a certificate as certified public accountant. 

(3.) Work in accountancy open to election by students in business 
administration as part of the general training necessary to a successful 
business executive. 


Of almost equal interest are the announcements of two other institu- 
tions that they will hereafter offer evening work of university grade in 
preparation for accountancy and for business life. The St. Paul Insti- 
tute of Arts and Sciences has invited the Minnesota Society of Public 
Accountants to co-operate in establishing an evening School of Commerce 
and Business Administration. The exact scope and nature of this work 
has not yet been publicly announced. 

The Boston Young Men’s Association also announces an evening 
school of commerce and finance in charge of Mr. Orlando Cornelius 
Moyer, B, C, S. The courses in accountancy include “ Accounting 
Practice,” “Accounting Principles,” “Accounting Systems,” “Accounting 
Problems,” “Cost Accounting Practice,” “Investment Accounts,” and 
“ Auditing.” Among the members of the advisory board of this school 
are Mr. William F. Hall, Herbert French, Amos T. Albee, and William 
Dillon, all of whom are members of the Society of Incorporated Public 
Accountants of Massachusetts 


Book Department. 


ACCOUNTING PRACTICE. By Clarence Munro Day. 318 pages. New 
York. 1908. D. Appleton Co. Price $6.00; postpaid $6.25. 


Mr. Day in his introduction says: “For many years, it has been the 
duty of the author to supervise the work of others, and during his ex- 
perience he made notes of the best methods under his observation. These 
notes have been valuable for reference, and many requests from prominent 
accountants for access to the notes have influenced the author to publish 
them.” 


The book is divided into four parts, viz: 

Part I treats of the method of working, and contains miscellaneous 
notes. 

Part II treats of cost accounting. 


Part III contains the operating forms to which reference is made 
throughout the text. 

Part IV is devoted to report forms used by auditors. 

The most important feature of the book is the part dealing with cost 
accounting. The author devotes about eighty pages (one-fourth of the 
book) to a thorough explanation of this complex modern branch of ac- 
counting. In a clear untechnical way he covers practically the entire sub- 


ject. He begins with an outline of planning a cost system, installation of - 


the system, and gives various forms in use in connection with cost 
systems. 

While the book is not adapted to the use of students of accountancy 
it is a very good reference work for practitioners. 
Leo GREENDLINGER. 
THE ACME CORPORATION RECORD. By the Acme Publishing Co. 

246 pages. Price $3.00. 

This publication consists of a formbook, and handbook to be used 
in connection with the formbook. The former is designed to contain 
a complete record of corporation affairs. It consists of the following 
divisions : 

(1) Form for subscriptions to stock. 

(2) Space for copy of charter. 

(3) Space for minutes of meeting and by-laws. 

(4) Form for stock issue with surrenders and transfers. 
(s) Stock transfer record. 

(6) Dividend books. 

(7) Stockholder’s ledger, with index thereto. 

It also contains printed suggestions, and forms for power of attorney, 
waivers, and by-laws. 

It is a self-explanatory book for corporate officers, which will be 
found especially useful to those in charge of small corporations. 

GREENDLINGER. 
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MANUAL FOR THE COLLECTIC N OF COMMERCIAL PAPER. By C. 


R. Laws. 1908. 41 page pamphlet. Price soc. 

The author says:—“The purpose of this manual is to bring to the 
attention of the clerk in the bank or other financial institution, the more 
important of the responsibilities assumed in the collection of commercial 
paper, and to provide a set of rules, with explanatory notes, to aid him 
in the intelligent and effective discharge of his duties connected therewith.” 

Although only a compilation of principles, and rules found in standard 
treatises, the pamphlet is useful in that it discusses clearly important topics 
like the following “ Acceptance,” “ Indorsement,” “ Liabilities of Parties,” 
“Notice of Dishonor,” “Presentment for Acceptance,” “Presentment for 
Payment,” “Protest,” “Responsibilities,” etc., etc. 

It may be used to advantage not only by clerks in financial institutions, 
but also by students of commercial law in general. 

L. GREENDLINGER. 


PROPER DISTRIBUTION OF EXPENSE BURDEN. By A. Hamilton 
Church. New York. 1908. The Engineering Magazine. 116 pages. 
Price, $1.00. 

As the title indicates, this book is devoted to the practical treatment 
of over-head charges in factory production. It deals, as accountants well 
know, with one of the most difficult features of cost accounting. The 
author’s discussion of the subject indicates his thorough familiarity with 
the details of such work, as well as his knowledge of principles. He 
devotes sufficient attention to actual cases to show the fallacies of some 
of the common methods of distribution. 

The scope of the book may be best indicated by the chapter headings 
which are as follows: 

(1) Interlocking general charges with piece cost. P 

(2) Distributing Expense to Individual Jobs. 

(3) The Scientific Machine Rate and the Supplementary Rate. 

(4) Classification and Dissection of Shop Charges. 

(5) Mass Production and the New Machine Rate. 

(6) Apportionment of Office and Selling Expenses. 

The introduction of the “supplementary rate,” will appeal to cost 
accountants as a valuable feature of the book. Various other methods 
and devices that will be found new and useful by the average accountant 
are discussed. 


Three of the former members of the accounting firm of Peirce, Gim- 
son and Co., namely, Thomas W. Peirce, C. P. A., William J. Struss, C. 
P. A. and F. William Deike, C. P. A., have formed the new firm of 
Peirce, Struss and Co. 
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Edited by W. GEeRSTENBERG. 
Pu. B., LL. B. 


Legal Notes. Amendments to the Civil and Penal Codes of 
New York by the Legislature of 1908. 


well-known legal publication in a recent number says: 
“The Legislature this year amended no less than twenty-four sections 
of the Code of Civil Procedure, and added four sections to it. Twelve 
sections of the Municipal Court Act were also amended. It would be 
well if this continual tinkering with the practice acts could cease, or, at 
poe somaty if the number and volume of amendments and additions were 
uced. 


The accountant need familiarize himself with only certain amendments, 
and to the end that this may be accomplished without laborious study in 
the legal library, we have undertaken to select the amendments of peculiar 
interest to accountants, to point out their interest, and to explain their 
meaning. 

The amendment of section 2344 of the Code of Civil Procedure ex- 
plains itself. This section originally read: “ Where a person, of whose 
property a committee has been appointed, as prescribed in this title, dies 
during his incompetency, the power of the committee ceases, and the 
property of the decedent must be administered and disposed of, as if a 
committee had not been appointed.” To this are added the following 
sentences : 

“The committee may, in such case, render to the court by which he 
was appointed, a final account of his proceedings touching the property 
of the incompetent, Such account shall contain an inventory in the form 
prescribed by subdivision one of section twenty-two of this act, and a full 
and true account in form of debtor and creditor of all his receipts and 
disbursements; and there shall be appended thereto an affidavit of the 
committee in the form prescribed by section twenty-eight hundred and 
forty-three of this act and there shall be filed therewith a voucher for 
every payment except in one of the cases specified in section twenty-seven 
hundred and twenty-nine of this act. Notice of the application for settle- 
ment of such account shall be given in such manner as the court may 
direct, to the sureties on the official bond of the committee or the legal 
representative of such sureties, and to the executor or administrator of the 
decedent, if any; and if there be no executor or administrator, to the 
decedent’s husband or wife, and heirs and next of kin, or if any of those 
persons shall have died, to his executor or administrator. And such 
account shall be judically settled, adjusted and determined.” 


Section 2463, of the Code of Civil Procedure is so amended as to permit 
Supplementary Proceedings to be instituted against a corporation and 
a receiver of its property appointed. This was accomplished by striking 
out the first sentence of that section. Domestic corporations and foreign 
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corporations, whether doing business within the State or not, now stand 
practically in the same position as an ordinary individual debtor. 

A wise amendment is that to section 2518, which permits a petitioner 
in surrogate proceedings to cite persons whose existence is unknown, 
through a general description of the class to which they belong. Here- 
tofore it was possible to cite a person whose name was unknown, but now 
a petitioner may allege that there may be persons interested in the estate 
whose existence, is unknown, and, in that case, a surrogate after inquiring 
into the matter may direct the citation of those persons by citing the class 
to which they belong. 

Section 2546 now provides that an account, whether intermediate or 
final or to hear and determine all questions arising upon the settlement 
of such an account, shall not be referred to a referee, where the estate 
or fund does not exceed $1,000 in value, or in any case where the item 
or items in such account, to which objections have been made, do not 
aggregate more than $200. Under the old section a referee may have been 
appointed to examine an account, however small the estate or fund. 

Turning to the amendments to the Penal Code, we find the famous 
“bucket-shop” law, which makes it a felony to make or offer to make or 
assist in making contracts for the sale or purchase of stocks, bonds and 
other evidences of indebtedness without intending actual receipt or 
delivery. The legislature evidently undertook to prohibit all transactions 
in which profits or losses were to be made without actual bona fide sales 
with delivery, and receipt of the physical representatives of the stocks 
and bonds. Individuals are punishable by a fine of not more than one 
thousand dollars, or by imprisonment for not more than five years, or 
by both such fine and imprisonment, while the punishment for a cor- 
poration shall be a fine of not more than five thousand dollars. A person 
may demand a written statement from his brokers of the person to whom 
a sale is made, or from whom securities are purchased in his behalf, and 
if at the end of forty-eight hours such written statement is not furnished, 
there arises a presumption of guilt under this so-called bucket-shop law. 


Notes of Recent Cases. 
Relation of bank president to cashier. 


The cashier of a bank is its principal officer, and the president is not 
an insurer of the honesty of the cashier. He has a legal right to impose 
confidence in the cashier in everything within the scope of his duties. — 
DAVENPORT vs. PRENTICE, 126 App. Div. 451. 


Compensation of expert accountant. 

The Supreme Court, Erie County, in deciding a motion for order re- 
straining expenditures of money, etc., after investigation of the financial 
affairs of the village of Kenmore, said: 

“In the early part of the year 1906, Frank E. Wood, an expert account- 
ant, was employed by the board of trustees to make a general audit of 
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the books and accounts of the treasurer, beginning with the organization 
of the village and including the audit of the accounts of the various 
departments, for which, in all, he made a charge of $695, which was paid. 
The compensation paid is fairly adequate for the services rendered. The 
question presented is whether the board of trustees had power to make 
this contract. By section 88, subdivision 1, of the Village Law, the board 
of trustees is invested with the management: and control of the finances of 
the village. While the authorities of this State recognize a wide range 
of implied powers, the board of trustees are agents with limited powers 
to whom the principle of strict construction is applicable; and they have no 
power to make a contract or to pay money unless such power is expressly 
or impliedly authorized by statute. Vittace or Fort Epwarp vs. 
FisH, 156 N. Y. 363. Can it be said that the employment of an 
expert accountant for the above purpose is necessary or proper incident to 
the duties imposed upon the board of trustees to manage and control the 
finances of the village? Is the employment of such an accountant for 
such purposes customary and usual? (We wonder why the reporter has 
not added a parenthetical “applause.”) I am of the opinion that it is not, 
and that the board had no power to employ Mr. Wood in the capacity of 
an auditor of the books and accounts of the trustees, unless it appeared 
that such finances could not be managed and controlled as well without 
such assistance as with it; and that fact does not appear to be established 
by the evidence.” Matter or VILLAGE OF KENMORE, 59 Misc. 388 


Accountants will be pleased to learn that Mr. Wood was given a hiut 
on page 399 of the proper direction in which to look for his “adequate 
compensation” of $695—to the trustees personally. 


The annual meeting of the Minnesota Society of Public Accountants, 
held in St. Paul on September 24, 1908, was largely attended. The former 
officers and trustees were all re-elected. 


The new State Board of Examiners of Public Accountants of Louisiana 
consists of E. L. Chappuis, Elkin Moses, and Charles E. Wermuth. 


The delegates of the Georgia Association of Public Accountants to 
the annual meeting of the American Association are Messrs. Joel Hunter, 
Charles H. Highley and Alonzo Richardson; the alternates are Messrs. 
H. G. A. Nash, R. P. Marsh and W. B. Sheldon. 
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sy Leo Greenpiincer, M. C. S. 


Criticism and exchange of ideas will clear many a doubt and at the same time improve 
shortcomings. To solve, compare, and criticize C. P. A. problems, and thereby to aid in 
bringing about a uniform American standard for C. P. A. examinations, is the object of this 
department. With the aid of suggestions and criticism from the professional brethren, it 
can undoubtedly be achieved. Inquiries will be cheerfully answered. 


Following are the first and fifth problems in Practical Accounting set 
by the Illinois State Board of Accountancy, in the May and December, 
1907, examinations, respectively, with solutions by James Fletcher Ruark; 
also some representative problems of the examination papers set by the 
Florida State Board of Accountancy at the April, 1907, examination. 


QUESTION 1. 


As on January 1 1890, a corporation is formed for the purpose of 
acquiring and conducting a cemetery, and starts business on that date 
with a capital stock of $100,000.00 paid for in cash. The company first 

urchases forty acres of land within easy access of a large city, paying 
‘or same at the rate of $1,000 per acre. It proceeds to expend considerable 
sums of money in the purchase and planting of trees and shrubs, laying 
out drives, and pathways, sodding, building of glass houses, etc. The policy 
of the company is to withhold the selling of burial lots until aftet January 
I 1900, so as to allow the trees and shrubs to become more fully grown 
and in the expectation that with the growth of the city their property will 
become more valuable. In the year 1900 the company commences selling 
burial lots, and all lots are sold under a special provision whereby the 
company agrees to apply fifty per cent. of all cash received on sales 
in the purchase of four per cent. bonds until a total of $150,000.00 
of such bonds shall have been so purchased. The agreement further 
provides that after all the lots have been sold the company will wind 
up its affairs and the above bonds, amounting to $150,000.00 shall be 
given to the city, which shall use the income of such bonds for keeping 
up the cemetery. It is the custom of the company not to purchase bonds 
until after the close of each fiscal year, and after the total sales of that 
year have been determined. 
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March, 1905, the directors of the company find that while they be- 
lieve the books to be in balance, no proper entries have been reccorded 
showing iotal cost of their investment, and that no entries have been 
made with respect to the fund of $150,000.00 from which said bonds are 
to be purchased. While cash dividends have been declared and paid, the 
directors are in ignorance of what their profits actually have been, and 
how much of the dividends so received have been out of their profits 
and how much in the nature of liquidating dividends, representing a return 
of their original investment. They, therefore, employ a certified public 
accountant to determine all these matters, and to make the necessary 
entries on their books, and render report to them. After determining the 
clerical accuracy of the books the accountant draws off the two trial 
balances given below, and from them prepares the necessary entries and 
obtains the information required by the directors. 


TRIAL BALANCE 


DEBITs: 
Jan. 1, 1900. Jan. 1, 1905. 
Administration Expense.................... 20,000.00 46,000.00 
Uplasep of 45,000.00 
$112,000.00 $471,800.00 
CREDITS: 


Interest account representing interest at 4% 
on unexpended cash during development 


350,000.00 


$112,000.00 $471,800.00 


An inventory of their unsold lots as on January 1, 1905, shows that 
they have ten acres left unsold of equally desirable character with that 
already sold. Draw up entries, prepare profit and loss account for period 
and balance sheet as on January I, 1905, in same manner as if you 
had been the accountant engaged. In any interest calculation use 4 per 
cent. simple interest. 
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QUESTION 2z. 


At the close of the first year, after engaging in business, the ledger 
balances of an Illinois Fire Insurance Company may be assumed to be 


correctly as follows: 


Losses adjusted and paid................... $16,785.90 ....... 
Losses adjusted, not paid................... 
Premiums in hands of agents. .. 
and 290,150.69 «...... 
Stationery & Supplies (Inventory)........... 1,828.90 «...... 
seddece 3,180.75 
Reserve for losses 5,210.85 
Organization 
$414,834.10 $414,834.10 
The Policy register shows: 
Policies Premiums 
Issued Received 
$5,075,000.00 $97,500.00 


The Illinois Statute reads: 


“In estimating profits there shall be reserved therefrom a sum equal 


to the whole amount of unearned premiums or expired risks, and policies. 
The company may declare dividends not exceeding ten per cent. of its 
capital stock in any one year that shall have accumulated and be in 
possession of a fund in addition to the amount of its capital stock, and 
of such dividends and all actual outstanding liabilities equal to one-half 
of the amount of all premiums on risks not terminated at the time of mak- 
ing such dividend. A year is defined to mean a calendar year.” 

Determine the reserve required, and state what sum, if any is avail- 
able for dividends without impairing the surplus shown in the ledger 
balances. Changes in relation to policies cancelled or settled for under 
claimed for losses may be ignored. 
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JOURNAL ENTRIES: 


Operating. «+++ $382,500.00 
To Real Estate....... $40,000.00 
Improvements. ..... 45,000.00 
Upkeep Expense.... 45,000.00 
Gross profit (down 252,500.00 
Sales of lots... 350,000.00 
Real Estate 32,500.00 
© Operating......... 382,500.00 
To Administrative Ex- 
46,000.00 
Business _ profit 
(down).......... 206,500.00 
Bond Interest 9,800.00 
To net profit (down)... . 228,300.00 


120,000.00 
Sinking Fund Re- 
30,000.00 
Surplus (down).... 78,300.00 
To Dividend.......... $130,000.00 
SOLUTION II. 
Policies Policies in Premiums Earned Not 
Expire in issued force end of Received Earned 
year 
I year... $1,300,000.00 None Pigeons $15,000.00 None 
2 “ ... 1,075,000.00 $537,500.00 18,500.00 9,250.00 $9,250.00 


3 14450,000.00 966,666.67 34,500.00 11,500.00 23,000.00 
5 1,250,000.00 1,000,000.00 29,500.00 5,900.00 23,600.00 


$5,075,000.00 $2,504,166.67 $97,500.00 $41,650.00 $55,850.00 


In arranging above I have assumed that all policies had run one year. 
This is not very probable in actual affairs but it may be taken as a basis 
for solution. 
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Outline the entries for each transaction, especially those relating to 
the interest. 

(3) A, B, C, are partners: A is to receive a salary of $2,000 per annum ; 
B, $2,500; and C, $3,000. The balance of profits after payments of 
salaries, is to be divided as to the first $20,000, %% to A, and % each to 
B and C; and profits above $20,000 are to be divided equally among the 
three. A retires from active business, and gives up his right to salary for 
1906. The profits for that year, before charging salaries, amount to 
$35,000. To what extent are A, B, and C, respectively effected by A’s 
concession ? 

(6) On 1st, of July, 1905, a company borrowed $100,000 at 4 per cent. 
per annum, payable half-yearly, and payment of loan to be made at the 
end of ten years (10 yrs.) at 105 per cent. It was decided to set aside 
annually, out of the profits such a sum as would with interest at 4 per 
cent. per annum, provide for the payment of the premium on the loan at 
the end of the term. 

(12) A client tells you that he is thinking of purchasing a going busi- 
ness which the owner tells him has earned $50,000 in two years; there is: 


Machinery and _ 20,000.00 
10,000.00 


The business has been established for 20 years, and $90,000 is asked 
for the concern (including the above assets). You are desired to make 
an examination for your client, who will act on your representation. 

(14) The following is the trial balance of a land development com- 
pany which has been in business for a year: 


Assets Liabilities 
Real Estate.......... $108,000.00 Capital Stock......... $275,000.00 
Mortgages........... 96,000.00 uthorized ($300,000) 
Bills Receivable..... . 30,000.00 Bills Payable........ 5,000.00 
Stock Subscription... 12,000.00 Sundry Creditors..... 10,000.00 
Balance due on Real Mortgages Payable... 18,000.00 
Estate sold on time. 42,000.00 Interest’& Discount . 18,000.00 
Mortgage Interest re- Gains on Sales....... 25,000.00 
5,000.00 
Expenses............. 6,000.00 
8,000.00 


Preliminary Expenses  16}000.00 
Taxes paid "on Mort- 


gaged Real Estate. . 1,200.00 
Sundry Debtors...... 8,000.00 
Surveying & Engineer- 

4,800.00 
Cash in Bank........ 2,000.00 


In your opinion is there a profit or a loss? The directors are very 
desirous of showing a gain. What could you recommend in order to 
meet their views, and yet care for the rights of the stockholders? 
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THEORY OF ACCOUNTS. 


(5) How are dividends declared? From what funds are they payable, 
and what penalties attach to improperly declaring or paying them? 

(6) Describe at least two methods of estimating depreciation for a 
manufacturing concern; state the advantages and disadvantages of each, 
and show how the entries would be made in the books? 

(7) It frequently occurs that on preparing a balance sheet, it is found 
that certain assets are worth more than the figures which represent 
them on the books, c. g. Real estate has enhanced in value as proved 
by bona fide scales of adjacent and similar property. The market price 
of merchandise on hand has risen. Market quotations on bonds and 
stocks are higher than when such securities were bought. There are on 
hand completed goods which are held awaiting completion of other 
goods to fill orders which have been received. 

State whether or not it is proper to show such items of profit or 
increase im the profit and loss account, or in the balance sheet, and 
if so, in what form they should appear? 

(13) What is the best plan for dealing with percentages from an 
accountant’s point of view? If an article cost $100, and is sold for $125 
what do you consider the percentage of profit, and how does the sellers 
view of this often differ from the accountant’s? In calculating percent- 
ages on such account as a merchandise account, where purchases are 
debited and sales credited, what special care is required in order to obtain 
correct results? 

(15) In estimating the value of a business, some accountants lay stress 
on the value of the balance sheet, while some seem disposed to almost 
ignore it and depend chiefly on the revenue account. Which of these 
do you consider correct? Give examples of the danger which is likely 
to occur from carrying each view to an extreme. 


COMMERCIAL LAW 


(2) Give a brief account and show the connection between:—law 
merchant, common law, statute law. 

(8) What is usury? Give the legal rates of interest in Florida, and 
state the results of an agreement to pay more than the legal rate. 

(13) Define partnership. How many kinds of partnership are there, 
and wherein do they differ from one another? 


COMMENTS. 


There is not much to be said on the make-up of the Illinois questions 
except, perhaps, that they are to some extent at least, specialized problems. 
The solutions, as given by Mr. Ruark, while accurate as to results, lack 
the proper form and style to be impressive. Surely there is no necessity 
for such fancy journal headings as “Gross Profit,’ “Business Profit,” 
and “Net Profit.” If we were to post from the closing journal entries 
given, it is questionable whether we would subdivide the income and ex- 
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penditure account as to gross, business, and net profit, as separate accounts. 
True they are sectional parts and should be shown as such, but under 
general and not subdivided accounts. 

The readers of THe JourNnat will be interested in the representative 
problems and questions of the Florida State Board of Accountancy. This 
is the first examination since the passage of the C. P. A. law in the state 
of Florida, and in a measure discloses the professional standard required 
by the Board. Candidates were asked in each of the four papers to answer 
ten questions out of fifteen; the first five questions being required, the 
balance elective. The three papers in Theory of Accounts, Auditing, and 
Commercial Law, can be dismissed without much comment. They are of 
about the same calibre as the average paper of the State Boards in the 
above mentioned subjects, where the four-subject division of the exami- 
nations is adhered to. What attracts our attention is the paper in practical 
accounting. In the first place, we find something novel in it. It does not 
consist of two or three printed pages to a single question, and yet is 
practical in text. It is refreshing to note a slight change from the ever 
and ever repeated routine. A candidate’s ability can be tested by a 
short practical problem just as weil as by a three page question. On the 
other hand, it is too much to ask of a candidate to answer ten, however 
short, practical problems in three and one-half hours,—especially so when 
among the ten questions there are some of considerable importance requir- 
ing special attention and reasoning. The board furthermore uses terms 
somewhat inaccurately, which in an examination is a great demerit. 

However, as a whole, the State Board of Florida is to be congratulated 
in that it starts in the right direction. We hope that the members will 
eliminate the small defects of the first paper, and that their standard 
will come to merit general approval by the profession. 
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portation charges pre- 
pad. Better still, in- 
ciude $1 extra, and we 
will bind the | ok 


also forward to me 
all charres prepaid, copy, 
of Mr. Cody’s new book, 
“Tiow to Do Business by 
Lett.r.”” Bound ia 
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Recent Publications 


We List No Book Which We Cannot Recommend 


“ACCOUNTING PRACTICE. By Crarence M. Day, C. P. A. Large 8vo. 
The book is based on the author’s many years of experience. Its treatment 


of cost accounting problems is especially valuable to the practicing accountant, 


PROPER DISTRIBUTION OF EXPENSE BURDEN. By A. Hamitton 
As the title indicates, the volume deals with over-head charges in factory 
cost systems. The author writes from the standpoint of a production engineer 
and has much to say that will prove new and interesting to cost accountants. 


ACCOUNTANCY. By Francis W. Pixtey. Author of ‘“‘Auditors,’’ Etc. 
Claimed to be the first attempt that has been made to treat Accountancy 
on a scientific basis. For this purpose the subject has been divided into sections to 
which names that are new, both to Practitioners and Students, have been assigned. 


BAKERS’ ACCOUNTS. By F. Meggison, C. A. Accountants’ Library, vol. so. 


DAWSON’S COMPENDIUM. The third English edition (much enlarged) of 
this valuable lexicon’ of accountancy. The lucid definitions of terms and 
the clear, brief summaries of the best accounting practice make this volume 
an important addition ‘to the libraries both of students and of practitioners. 
Cloth, royal 8vo (large) 630 pages ......... Price, $9.00 


JOURNAL OF ACCOUNTANCY, THE—Bound Volume Number Five. Con- 


tains the issues from November, 1907, to April, 1908, inclusive. Buckram 
(A few of volumes 2 and 3 can also be supplied.) 


CORPORATE FINANCE AND ACCOUNTING. By Harry C. Benrttey, C. 
P.A. Legal Notes by Tuomas Conyncton. Buckram, 525 pages. Price, $4.00 


All the above books—and in fact all books which pertain to aeceiatabe: 
finance, and business methods—are for sale by the 


ACCOUNTANCY : PUBLISHING COMPANY 


32 Waverly Place New York City 
SEND FOR OUR NEW BOOK LIST.‘ 


When writing to advertisers, kindly mention this Journal. 
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The American Association of Public Accountants. 
List of Officers, Trustees, and Committees 
1907-1908 


Vice-Presidents: 
California Society of Certified Public Accountants........ F. Bromley Jansen, California. er 
Colorado Society of Certified Public Accountants, The ....Alexander E. Fowlie, Colorado. ik \ 
Georgia State Association of Public Accountants......... A. J. Haltiwanger, Georgia. ae 
Illinois Society of Certified Public Accountants .......... Seymour Walton, Illinois. 4 
Louisiana Society of Certified Public Accountants........ Emile Bienvenu, Louisiana. Nef 
Maryland Association of Certified Public Accountants....Charles L. Hehl, Maryland. 4 ne 
Massachusetts, Incorporated Public Accountants of ...... Thos. S. Spurr, Massachusetts. “> 
Michigan Association of Certified Public Accountants..... Durand W. Springer, Michigan. * 
Minnesota Society of Public Accountants...........+.++- Herbert M. Temple, Minnesota. 4 
Missouri Society of Public Accountants...............-: George O. May, Missouri. 
New Jersey, Society of Certified Public Accountants of the 
New York State Society of Certified Public 
Ohio State Society of Public Accountants, The........... Guy H. Kennedy, Ohio. 
Pennsylvania Institute of Certified Public Accountants ...Adam A. Rom. te, Pennsylvania. 


Rhode Island Society of Certified Public Accountants. . .George R., Allen, Rhode Island. 


Tennessee Society of Public Accountants................ Edward S. Elliott, Tennessee. 
Washington Society of Certified Public Accountants ...... E. G. Shorrock, Washington. 
TRUSTEES. 
AUDITORS. 


STANDING COMMITTEES. 


MEETINGS, LEcTuRES, LIBRARY, AND BULLETINS: 
The President, Chairman ....... New York Franklin Allen, Chairman....... New York 
The Secretary New Jersey The President of each State Society 
New York LEGISLATION: 

Edward L. Suffern............. New York Edward L. Suffern, Chairman ..New York 
Pree Pennsylvania Henry R. M. Cook............ -New York 
Adam A. Ross, Jr......... ... Pennsylvania Samuel D. Patterson.......... -New York 


EXAMINATIONS, QUALIFICATIONS, AND ELECTIONS: JOURNAL: 


R. H. Montgomery, Chairman. Pennsylvania ohn R. Loomis, Chairman...... New York 

Leonard H. Conant............ New York ames T. Anyon ee Tee New York 

Frank G. DuBois...... ..... New Jersey Pennsylvania 
By-Laws: REVIEW OF APPROPRIATIONS—BUDGET: 

A. Lowes Dickinson, Chairman .... . Illinois Franklin Allen, Chairman....... New York 

Duncan MacInnes............. T. Cullen Roberts............ 


There is a provision for an Arbitration Board which will be appointed as occasion may arise. 


When writing to advertisers, kindly mention this Journal. 


OFFICERS. 

Thomas L. Berry..............Maryland Edward L. Suffern ............New Yor i 

ak 


x THE JOURNAL OF ACCOUNTANCY 
SPECIAL COMMITTEES. 
ANNUAL MEETING—1908: PROFESSIONAL ETHICs: 
General Arrangements : . ohn A. Cooper, Chairman....... Illinois 
Adam A. Ross, Jr., Chairman, Pennsylvania dward L. Suffern............ New York 
Charles N. Vollum......... Pennsylvania William M. Lybrand........ Pennsylvania 
The President of The New York State Press anp Pusuicity: , 
Society of Certified Public Accountants. Herbert M. Temple........... Minnesota 

The President of the Society of Certified W. Sanders Davies.......... New Jersey 
Public Accountants of the State of New Got - Mae i Missouri 
Jersey. ConciLiaTION: 

Attendance and Invitation: -_S. Goodloe, Chairman......... Ohio 

George Wilkinson, Chairman, New York, Allen R. Smart...............4. Illinois 
New Jersey, and Pennsylvania R. Mackenzie........... gon 
William M. Lybrand........ ennsylvania 

Edward L. Suffern, New York and New — R, Loomis, Chairman...... New York 
Jersey emry R. M. Cook............. New York 
W. Sanders Davies........... New Jersey 
DEPARTMENT METHODS OF THE GOVERNMENT: Durand W. Springer.......... Michigan 
Henry A. Niles, Chairman...... New York Joseph French Johnson, Sec....New York 

A. Lowes Dickinson.............. Illinois of Ernics: 
Arthur W. illiam M. Lybrand...... Pennsylvania 
INTERSTATE COMMERCE COMMISSION: ; - Francis Gottsberger............. New York 
. §. M. Goodloe, Chairman........... Ohio SraNDARD SCHEDULES FOR UNIFORM REPORTS on 
amilton S. Corwin ........... New York Municipal Industries and Public Service 


FEepERAL RECOGNITION: 
Edward L. Suffern, Chairman...New York 
Membership to be composed of one member 
from each State Society (to be named by the 
State Societies) and four others to be appointed 
by the President. ‘ 


Harvey S.Chase, Chairman .Massachusets 


A. Lowes Dickinson .............. Illinois 
Duncan MacInnes ............ New York 
R.H. Montgomery ........ Pennsylvania 


SITUATION WANTED.—With accounting firm by 
unior accountant of six years’ experience in cost account- 
ing and auditing. Will make cash investment in return 
for training received. Salary moderate. 

Address: Gacr, 58 W. 1osth St. 


ACCOUNTANT.—Young man wafits connection with 
good accounting firm or practicing accountant. Oppor- 
tunity for more complete training and experience principle 
object for present. Southern or Western city. Address: 
JourNAL or Accountancy, 32 Waverly Place. N Y. 


A thoroughly educated and experienced accountant and 
office man seeks permanent engagement; capable of taking 
entire charge; references; surety bond; moderate salary. 

TRUSTWORTHY, care of JoURNAL OF ACCOUNTANCY. 


Specially ruled ANALYSIS paper for certified public account 
ants carried in stock. 
Samples and Prices on Application. 
Also blanks and account book: of every description printed to order. 


THE HENRY 0. SHEPARD COMPANY, 


120-130 Sherman Street, Chicago, Ill. 


RACE 


Easy and Quick 
BARLOW BROS. 
Grand Rapids Michigan 


For Booklet ‘‘9” 


Manufacturers’ Appraisal | 
Company 
WALTER W. POLLOCK, General Manager 


URNISHES expert valuations 
of Manufacturing Plants, 
which are useful in placing 

insurance, for proof of loss in the 
event of fire, and for establishing 
accurate book values. 

This Company strictly limits its 
work to the appraisal field. We 
are not accountants, but we work 
in harmony with accountants, 
and solicit their interest in our 


appraisal system. 


Manufacturers’ Appraisal 
Company 


NEW YORK 
50 Pine Sivect 


201 Caxton Bidg. 


CHICAGO 

1632 Tribune Building 
PHILADELPHIA 

424 Wainut Street 


When writing to advertisers, kindly mention this Journal. 
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WHEN YOU DEVISE A SYSTEM 


to fit a business, you want the special forms to be EXACTLY 
as you lay them out—don’t you? @ Do you have trouble in 
getting your blank-book manufacturer to carry out your ideas? 
@ We do a great deal-of this very particular work, and if you 
have been disappointed in the printed work you have had done 
heretofore, we believe you will be agreeably surprised if you 
will send us a trial order. @ Estimates cheerfully furnished. 


PROMPTNESS IS A HOBBY OF OURS 


CHELSEA PRESS 


Printers and Blank Book Manufacturers 


77 BEEKMAN STREET 
Telephone 3153 Beekman NEW YORK CITY 


GET A DISCOUNT 


When you renew your subscription to THE JOURNAL OF ACCOUNTANCY, on two of the 
best books known to the accounting world. 

With one year’s subscription to THE JOURNAL OF ACCOUNTANCY you can have 
Rahill’s Corporation Accounting and Corporation Law at a 25% saving. The price 
of this book is $4, but if you add $3 to the subscription price of THE JoURNAL, 
making $6 in all, the book is yours. 

With one year’s subscription to THE JOURNAL you can get Dicksee’s Auditing at 
a 30% saving, The price of this book is $5. Add $3.50 to the subscriptin price of 
THE JOURNAL, making $6.50 in all. 

With one year’s subscription to THE JOURNAL you can get both Rahill’s Cor- 
poration Accounting and Corporation Law and Dicksee’s Auditing at a 22% saving. 
Add $7 to the subscription price, making $10 in all, and these two books with THE 
JOURNAL will be yours. 

Both Rahill’s book and Dicksee’s Auditing are too well known to accountants to 
make a description of them here necessary. 


The Accountancy Publishing Company 


32 Waverly Place New York City 
ASK FOR DESCRIPTIVE CIRCULARS 


When writing to advertisers, kindly mention this Journal. 
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NOTABLE ARTICLES 


In Previous Issues of The Journal of Accountancy 


Here is a list of some of the valuable contributions that have apreared in The Journal 
of Accountancy. We are offering the numbers in which these articles are printed 
for 25 cents each. Any four of the numbers may be had for 75 cents; any six, for 


$1.00. - 
LOOK THE LIST OVER 


A. GENERAL ARTICLES ON ACCOUNTING. 


1. Should the Practice of Public Accounting be Limited to Certified Public Account- 
ants. (December, 1905.) By J. S. M. GoopLog. 

2. The Public Accountant and the Universities. (December, 1905). By ERNEST 
Reckitt, C. P. A. 

3. How to Begin an Audit. (March, 1907.) By Grorce Wi Lkinson, C. P. A. 

4. Standardization of State and era ccounting. (February, 1908.) By 
Morcan L. Coorey, C. P. 

5. | Literature. (Part February, 1908.) By Leo GREENDLINGER, 
M. C. S. 

6 ne Literature. (Part II., April, 1908.) By Lzo GREENDLINGER, 


B. SPECIAL ACCOUNTS. 


1. Municipal Accounting in the City of Philadelphia. (August, 1906.) By JoEL 
UNTER. 

2. Brewery Accounting. (February, 1907.) By Orro A. GruNDMANN, B. C. S. 

3. Department Store Accounting. (March, 1907.) By Henry C. Macer, C. P. A. 

4. Hotel Accounting. (December, 1906.) By F. W. La Frenrtz, C. P. A. 

5. 

6 


Averaging Account Sales. (March, 1908.) By H. D. Grant. 
Accounting System for Law Firms. (February, 1908.) By Water C. Wricurt. 


— C, ACCOUNTING PROBLEMS. 


1. Pennsylvania Cc. P. A. Examination Questions. (July, 1906.) 

2. New York C. P. A. Examination. (May, 1906.) 
Four ar ag 9 set bY the New York State Examiners in January, 1906. 

3. New York P. A. Examination Questions. (August, 1906.) 
Four popes set by the New York State Examiners in June, 1906. 

4. New York P. A. Examinations. (February, 1907.) Four papers. 

5. New York C. P. A. Problem. (July, 1907). 

6. The Third and Sixth Problems in the Practical Accounting Paper, set in the New 
York C. P. A. Examination in June, 1907, with solutions. (July, 1907.) 

7. New York C. P, A. Problem. (August, 1907.) The first and third problem in 
Practical Accounting Paper, set in the New York C. P. A. Examination in 
June, 1898 with solutions. 

8 Michigan C. P. A. Examination Questions. (December, 1906.) Examination 
for the degree of C. P. A. July, 1906. 

9. A Problem in Executors’ Accounts. (August, 1906.) Prepared for New York 
University by Proressor HARDCASTLE. 

10. C. P. A. Examination, December 13, 1908. (December, 1906.) 

11. C,-P. A. Question Department. (January, 1908.) 

12. C. P. A. Question Department. (February, 1908.) Two problems in practical 
accounting with solutions. 

13. CC. P. A. Question Department. (March, 1908.) Two problems in practical 
accounting with solutions. 

14, (©, P. A. Question Department. (April, 1908.) Two problems in practical account- 
ing with solutions. 


D. MANUFACTURING ACCOUNTS. 


1-6. otiery Accountings as Applied to Machine Shops. Six articles (August, 1906 to 
ebruary, 1907, inclusive). By JoHN WHITMORE. 
7. The Proper Treatment of Machine ts—aA Criticism anda Theory. (December, 
1906.) By ANDREW A. 
8. Depreciation. (December, 1906.) Max TEICHMANN, C. P. A. 
9, Depreciation and Other Reserves. Baca 1908.) By Atrrep KNIGHT. 
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E. EXECUTORS’ ACCOUNTS. 
Principal and Income and Some Court Decisions Thereon of Interest to the Account- 
ancy Profession. (July, 1907.) By Witiiam F. Weiss, C. P. A. 
Principal and Income—with Some Court Decisions Thereon of Interest to the 
Accountancy Profession. (August, 1907.) By Wiitiam F. Weiss, C. P. A. 
Relative Advantage of Trust Companies and Accountants as Trustees and Exe- 
cutors. (August, 1906).) By Epwarp L. Surrern, C. P. A. 


F. COMMERCIAL LAW. 


The Law and Practice in Bankruptcy. (September, 1906). By Richarp Hunrer. 


Receiverships. (May, 1906.) By GrorGe ALEXANDER Toucn, C. A 

The Close Corporation. (July, 1906.) By THomas CoyYNiNnGcToN. 

The Proper Distribution of Interest on Bonds Between Life Tenants and Remain- 
dermen. (August, 1906.) Eucene H. ANGERT. 

G. FINANCE, 

Advantages of an Independent Audit to the Investor. (March, 1906.) By F. A. 
CLEVELAND, Ph. D. 

Speculation be Regulated by Law? (April, 1908.) By Henry Crospy 

Street Railway Bonds as Investments. A Comparison with Steam Railroad 
Bonds. (July, 1907.) By Herspert G. Stockwe.t, C. P. A. 

Schemes for Currency Reform. (January, 1908.) By JosePpH FRENCH JOHNSON. 

Our Currency System. (March, 1908.) A Symposium. 
(a) Evils of Excessive Credit Expansion. By Victor MorRAwetz. 
(b) The Worst Banking System in the World. By ANDREW CARNEGIE. 
(c) Difficulties in the Reformer’s Path. By Hon. Lyman J. Gace. 
(d) The Government Should Issue Notes and Guarantee Bank Deposits. 
By Hon. WiLLIamM JENNINGS BRYAN. 

Railway Maintenance of Way. (April, 1907.) By Water K. Harpt. 

Street Railway Securities.—A Symposium. une, 1907.) Contributions by 
Max TEICHMANN, C. P. A., of Baltimore, Cart H. Nau, of Cleveland, and 
yp: S. Bucuanan, C. P. A., of Chicago, and editorial introduction by W. H. 
OUGH, Jr. 

Underwriting the Sale of Corporate Securities. (September, 1906.) By Isaac 
N. SELIGMAN. 

of Railway Consolidation. (October, 1906.) By Epwarp Preston 

OXEY, JR. 
of the Bond Problem. (October, 1906.) By Water E. 
Tg ean Mortgages. (March, 1906.) By THomas WARNER MITCHELL, 


The Construction of Finance of Interurban Electric Lines. (May, 1906.) By 
Tuomas Conway, JR. 


H. REVIEW OF CORPORATION REPORTS. 
By Dr. THomMas WARNER MITCHELL. 


Corporate control is of three kinds, viz.: (1) the control exercised by the stockholders, (2) the control exer- 


cised by the board, (2) the control exercised by the officer. The purpose of accounts and reports is to make 
control intelligent. Do the reports rendered to stockholders contain such information as will enable them to 
exercise intelligent judgment with respect to the ridelity, efficiency and economy of corporate trustees and agents? 


Report of the Distillers’ Securities Corporation. (November, 1906.) 

The Report of the American Locomotive Company. (November, 1906). 

The Report of the Chicago, Rock Island and Pacific Scan Co., (December, 1906.) 
The Southern Pacific Reports. (April, 1907.) 

Reports of the International Paper Company. (March, 1907.) 

Reports of the Tennessee Coal, Iron and Railroad Company. (June, 1907.) 
Reports of the Chicago, and Alton. (July, 1906.) 

Every article named is a part of some issue of The Journal of Accountancy. By 


ordering one article you will receive several equally good articles that happen to be 
in the same number. We have only a few of these issues left. The price is 25 cents 
each or 4 for 75 cents or 6 for $1. 


Cut This Out 
Tue AccounTANcYy PuBLISHING Co., 32 Waverly Place, New York, 
Gentlemen: 
Find enclosed.......... for which please send me the following numbers......... 
Yours very truly, 
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EXPERT SYSTEM 
ADVICE FREE 


Do you want to know how you may have the advice of a group of highly trained 
specialists, applied to your own particular business, without one cent of cost ? 

The BUSINESS WORLD has purchased the services of a group of high-class special- 
ists who are not only expert accountants, but also thoroughly skilled in all practical modern 
bookkeeping science labor-saving. 

Each month they will take up a separate phase of accounting and office economy, 
and apply their mest expert knowledge of it to your individual business. Unlike some 
system experts, they don't pretend to ‘revolutionize’ and ‘‘systematize’’ everything, they 
take up a definite practical problem. 

Every new subscriber, or old subscriber who renews, who will send $1.00 for a year’s 
subscription to the BUSINESS WORLD is entitled to the experis’ advice as individually 
applied to his business, on one of these subjects. 

This offer is without precedent in the business world. For no more than the cost of 
subscriptions to the broadest and ablest of all business magazines, worth many times its 

rice to yourself and your business—you can get the labor-saving services of the country’s 
best system experts directly applied to your farticular business needs. The systems 
described are absolutely original and are certain to save many more dollars’ worth of labor 
than the cost of subscriptions. 


When You Draw Drafts— 


—How many operations do ycu or your clerks go through before the draft is properly 
drawn, recorded and notices sent out? 

—Do you write the necessary data on the draft form? 

—Do you send a notice to the banks? 

—Is the draft recorded in a Draft Register? 

—Does your bookkeeper make a memorandum to file alphabetically or chronologically 


according to the date the drait is to fall due? 
—Has it ever occurred to you that the information appearing upon a draft is re-written 


either in whole or in part or six different places’—entailing as many different operations 


WE WILL ADAPT A SYSTEM TO YOUR INDIVIDUAL 
NEEDS BY WHICH ALL THE NECESSARY RECORDS 
FOR DRAFTS WILL BE MADE POSSIBLE 
IN ONE OPERATION 


Every transaction in draft records consumes time, for which you pay in hard cash. 
Furthermore, sec may repetitions make so many more chances for error—and only one 
record transaction makes only one chance for error. 

This one system alone, when we adapt it to your needs, will save you money every day. 

Send in $1.00, specifying full name and address to which the BUSINESS WORLD 
is to be sent for a year, and at the same time send a dummy draft transaction such as you 
are now using, to guide us in adapting an improved labor-saving draft system to your needs. 


Do it now—it is thoroughly worth while 
BUSINESS SYSTEM DEPT., THE BUSINESS WORLD 


America’s Pioneer Business Monthly 
5 and 7 East 42d Street, New York City, N. Y. 
Send for Catalogue of Books for Business Men 


When writing to advertisers, kindly mention this Journal. 
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New Profession 
By ROBERT F. ROSE 


(Private Secretary to Hon. Wm. J. Bryan) 


FEW years ago the profession of stenographer would have 
seemed as ridiculous as the ‘‘ Profession of Bill Clerk”’ or 
the ‘‘ Profession of Shoe Clerk,” but to-day there are thou- 
sands of professional shorthand writers, and their earnings com- 
pare favorably with the earnings in the older professions. 

This new profession is not overcrowded as most professions 
are, because it is only in the last few years that there have been 
enough followers of it to enable the public to realize its import- 
ance, and then there was a feelir+ that duties, such as I now 
perform—treporting the speeches and interviews of Mr. Bryan 
—were comparable with the duties of the cheap stenographer. 

Shorthand writers qualified to earn thousands each year, able 
to WRITE and to READ shorthand are in demand and the supply 

isnot sufficient. That is the reason why the SUCCESS SHORT- 
HAND SCHOOL, conducted by myself and my business asso- 
ciates of equal experience, as expert reporters, as myself, was estab- 
lished five years ago. This school is now able to refer to nearly 
a thousand experts who are graduates of its correspondence 
instruction, and to fully as many graduates of its personal schools. 


If you are interested in learning how to become an expert, 
and in how experts teach others to become expert, whether 
a stenographer now or not, write for our catalogue ‘‘A Book of 
Inspiration.’’ Address 


SUCCESS SHORTHAND SCHOOL 


Suite 1710, 79 Clark Street Suite 1017, 1416 Broadway 
CHICAGO NEW YORK 


If a stenographer, state system and experience 


When writing to advertisers, kindly mention this Journal. 


| 


4 65) 
Che 


XVI THE JOURNAL OF ACCOUNTANCY 


Printers 
of 
Pamphlets and Books 


on Accountancy 


Technical Subjects 

Manufacturers of SPECIALLY RULED BLANKS 
and BOOKS FOR CERTIFIED ACCOUNT- 
ANTS who appreciate PROMPT DELIVERY 


' 409-415 Pearl Street, New York | 


Printers of 
JOURNAL OF ACCOUNTANCY 


When writing to advertisers, kindly mention this Journal. 
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New York Institute of Accountancy 
The Accountancy Institute of Brooklyn 


Conduct at the 23d Street and Brooklyn Central Branches of the Young 
Men’s Christian Association, respectively, under the direction of Homer 
Sr. Pace, C. P. A., and Cmas. A. Pace, of the New York Bar, a 
two years’ professional course in Accountancy. The course is unique 
in that— 
The entire two years’ work is devoted to the subjects of study stated in the 
New York C. P. A. syllabus; the instruction is individual, permitting 
students to enroll at any time and, tf necessary, to take three years’ time, 
instead of two, to com the course; the lectures and text-book material , 
for the entire course. have been prepared especially to meet the needs of 
Accountancy students, 


The regular instruction is supplemented by lectures by lealing accountants, lawyers 
and bankers. An eighty-page catalogue describing the course in detail, and contain- 
ing information of value to prospective students, will be furnished upon application. 


BURT B. FARNSWORTH, Educational Director 
217 West Twenty-third Street, New York 


MILTON J. DAVIES, Educational Director, 502 Fulton Street, Brooklyn 
+ The 49 volumes far i d 
l.—Bank Bookkeeping and Accounts XXIV.—Multiple-Shop Accounts (Hazz- 
1l.— Auctioneers’ Accounts 1.40 XXV.—Building Societies’ Accounts 
IlI.—Builders’ Accounts {WaLBanxK) 1.40 (Grant-SMITH) ......... «-- 140 
1V.—Agricultural Accounts and In- XXVI.—Depreciation, Resczves, and Re- 
come Tax 2.00 serve Funds 1.40 
V.—Theatre Accounts (CuANTREY) 1.40 Accounts (IByTsON)... 1.40 
VI.—Co-operative Societies’ Accounts XXVIIl.—Friendly Societies’ Accounts 
VII.—Gas Accounts (Tum Epiror)... 2.00 XXIX.—Dlectric - Lighting Accounts 
Accounts (Lunp & RIcHARD- XXX.—Fraud in Accounts (Tus Epi- 
IX.—Stockbrokers’ Accounts (CALLA- XXXI.—Drapers’ Accounts (RicHarp- 
X.—Grain, Flour, Hay, and Seed XXXII.—Wine Merchants’ Accounts 
Merchants’ Accounts (JoHN- (SABIN)..... 2.00 
BON) 1.40 XXXIHI.—Dairy Accounts (ROWLAND)... 1.40 
X1l.—Polytechnic Accounts (Mar- XXXIV.-—Brickmakers’ Accounts (Fox).. 1.40 
1.40 XXXV.—Timber Merchants’ Accounts 
XII.—Solicitors’ Accounts (Dickszs) 1.40 (SMITH) ..... A sale 1.40 
XHi.—Pawnbrokers’ Accounts (THORN- XXXVI.—Insurance Accounts (TyLar).. 4.20 
XIV.—Engineers’ and Shipbuilders’ A XXXVIIL—Laundry Accounts (Livmssy).. 2.00 
counts (BURTON) .......--» «» 140 XXXIX.—Cotton Spinners’ Accounts 
XV.—Tramway Accounts (McCoLL (MOSS) 
(Triple Number) .......... 4.20 XL.—Shipping Accounts (DALY).... © 1.40 
XVI.—Australian Mining Companies’ XLI.—Trustees’, Liquidators’ and Re- . 
Accounts (Goppuen & Rosprr- céivers’ Accounts (DAWSON).. 1.40 
XVII.—Printers’ Accounts (LAKIN XLIII.—Woollen Accounts (JoHN Mac- 
SMITH) 1.40 XLIV. and. Botilers’ Aceounts 1.40 
XXII.—Underwriters’ Accounts (SPicer XLVIUI, and XV.—Treasury Booking and 
XXIIL—Jewelers’ Accounts (Epwarps). 2.00 XLIX.—Process Costs (GaBRY) ...... 2.00 
; All the above books—and in fact all books which pertain to accounting, finance or business methods—are for sale by 
THE ACCOUNTANCY PUBLISHING COMPANY, 32 Waverly Place, New York City 
The service of our Inquiry Department is free. 
When writing to advertisers, kindly mention this Journal. 
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New York University 


School of Commerce 


Accounts and Finance 


Ninth year begins September 24, 1908 


Among the classes announced for the coming year are: 


Subject 'nstrucior 


INVESTMENT ACCOUNTS CHARLES E. SPRAGUE, Ph.D. C.P.A. 


PRINCIPLES OF ACCOUNTING 
COST ACCOUNTS WILLIAM H. DENNIS, B.C.S., C.P.A. 


ACCOUNTING PROBLEMS 
AUDITING THEORY and PRACTICE LEON BRUMMER, C.P.A. 


EXECUTORS’ ACCOUNTS SAMUEL D. PATTERSON, C.P.A, 
CORPORATION ACCOUNTS LEO GREENDLINGER, M.C.S., C.P.A. 
RAILROAD ACCOUNTS CHARLES E, FORSDICK 

COMMERCIAL LAW CLEVELAND F. BACON, LL.B. 


The student of accounting will be interested also 
in the numerous supplementary classes in Political 
Economy, Business English, Business Organization, 
Corporation Finance, Banking, and so on. 


All the above classes are described in the Bulletin for 
1908-1999. For acopy and complete informziion, address 
W. H. LOUGH, Jr., Secretary, Washington Square East, 
New York City. ‘ 


JOSEPH FRENCH JOHNSON, Dean 
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